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THE NEW BANK SALARIES 
AMERICA’S RECOVERY NOW 


BUILDING SOCIETIES GROWING TOO FAST ? 

















THE RAFIDAIN BANK 


STATE OF IRAQ 


Information and advice are available, through branches in 
Iraq, Syria and the Lebanon. on all matters concerning the 
Trade and Development of tias vital area of the Middle East. 





Head Office: BAGHDAD __ Telegraphic Address : RAFDBANK 
| BRANCHES IN IRAQ, Baghdad, Baghdad-Southgate, Basrah, Mosul, Kirkuk, Hillah, 
‘}| Amarah, Najaf, Nasiriya, Baqouba, Sulaimaniyah, Arbil, Diwaniyah, SYRIA, Damascus, Aleppo. 
LEBANON Beirut. 
qi London Branch: 25 ABCHURCH LANE, LONDON, EC4 
| Telephone: MANsion House 3787 Telegrams: Rafidbanko. London Manager : W. D. Wickenden 

































Established over 100 years 
Assets £18,000,000 
Reserves £950,000 
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This has become a familiar ‘feentoniien oe 
of savers, large and small. ‘Hastings and 
Thanet” provides an eminently safe and 
profitable investment, easily withdrawable 


INTEREST 2i% 


INCOME TAX 
PAID BY THE SOCIETY 


ON SUMS UP TO £5,000 


Hastings and Thanet 

















Please ask for Balance 
Sheet and Booklet 
** Profitable Investment ”’— 
without obligation, of 
course. 





BUILDING SOCIETY e 

Head Offices: ae | 

29-31 Havelock Road, 46 Queen Street, , 
| Ramsgate 


99 Baker Street, London, W.1 = 4 St. George’s Pl., Canterbury 

3-4 Cecil Street, Margate 41 Catherine Street, Salisbury 

41 Fishergate, Preston 88 Mosley St., Manchester, 2 
111 New Street, Birmingham, 2 
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BRADBURY, WILKINSON & CO. LTD. 


eco 


DESIGNERS, ENGRAVERS & PRINTERS 
eee 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 


—_—_—_#ee———_ 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 





















TELEPHONE: MONARCH 7531-2 





TELEPHONE: WIMbledon 0033-4-5-6 
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INVOICING 
AND DESPATCH 
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BRADMA gets down to the roots of your 
payroll problems. Names, Clock numbers, 
Rates of Pay, Insurance and Superannuation 
Contributions, Tax codes, fixed deductions for 
social and Holiday clubs, etc., can all be 
effectively handled. 
In other departments too :—Direct Mail, State- 
ments, Invoicing and Despatch can all be 
handled with amazing rapidity by accurate 
economical BRADMA. ; 
For an individual report on this system applied 
to your business please write or ’phone the 
Bradma Organization and Methods Depart- 
ment :— 

33 Chancery Lane, London W.C.2 

Telephone : CHAncery 9612. 


Britich ADDRESSING MACHINES AND BUSINESS SYSTEMS 


Manufactured in Great Britain for the markets of the World by 


ADREMA LIMITED, Telford Way, London, W.3. Tel: SHEpherds Bush 209! 
BRANCHES AND AGENCIES THROUGHOUT THE WORLD 





























THE SCOTTISH LIFE 
ASSURANCE COMPANY Lid 


has New and Well-designed Life 
Assurance and Pension Schemes 
to meet all modern needs 


MAY WE ADVISE YOU ON 
YOUR OWN AND YOUR 


CLIENTS’ NEEDS? 
Consult 
Head Office: London Office: 
19 St. Andrew Sq. 6 Old Jewry 
Edinburgh London, E.C.2 


BRANCHES IN ALL THE PRINCIPAL CITIES 


A COMPANY THAT 
HAS ALWAYS PAID A BONUS 
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Spanning 
the East 


Branches of The Chartered 

Bank of India, Australia and 

China under British management 

directed from London are 

established in most centres of 
commercial importance throughout 

Southern and South Eastern Asia and 

the Far East. At all these branches a 
complete banking service is available 

and, in particular, facilities are provided 

for the financing of international trade in 
co-operation with the Bank’s offices in 
London, Manchester and Liverpool, its 
agencies in New York and Hamburg and a 
world-wide range of banking correspondents. 
In London and Singapore the Bank is 
prepared to act as executor or trustee. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated 57 Royal Charter, 1853) 


Head Office : 
38 Bishopsgate, London, E.C.2 























RUNNYMEDE RUBBER CO. LTD., 6, OLD 


... aman with a viewpoint on rubber flooring that will 
possibly be new to you. He can (and will, if you'll allow 
him to !) tell you about “* 3.75’. What’s that, you ask ? 
Simply, it’s the thickness in millimetres of the rubber 


flooring between the ordinary 4” gauge (often too light 


for the job) and the more costly 3/16th” gauge. 


‘< ’ 


3.75” is ideal for most jobs . . . has, in countless 
cases, provided the right answer—inside cost 
estimate !| He can, of course, supply a// your 
flooring needs, in whatever grade of rubber you 
desire. Tiles are made in a wide variety of sizes and 
shapes in a range of colours that allows the greatest 
flexibility of planning and design. Who is this man? 
Forgive us, we should have told you earlier but 


got rather carried away. He’s our representative. 


The man from Runnymede Rubber. 


The man with all the answers. 


















































Here’s a man worth meeting... 



































BAILEY, LONDON, E.C.. 









TRUSTEE SAVINGS BANKS| 













































SCOTTISH 
TRUSTEE 
SAVINGS 
BANKS 
FUNDS AT NOVEMBER 20, 1954 

Glasgow... ies ... £98,362,134 
FOUNDED [810 Edinburgh ... ....|—....~—«-43,587,607 
Certified under the Acts of 1863 and 1954 pT re " .. 40,668,204 
Dundee... va ... 24,853,403 
Paisley we o ... $3,553,170 
There are 84 Trustee Savings Banks Perth én ‘vs ... 10,073,048 
with 1,303 offices in the United Falkirk... - ... 8,926,453 
Kingdom and funds exceeding Kirkcaldy ... ... ... ‘7,776,101 
£1,000,000,000 Sifling «6Cljs jk 
Border Counties ... ron 3,348,014 
Inverness... vr ig 3,265,180 
In Scotland there are 282 offices Dunfermline wa A 2,799,833 
with funds of Arbroath ... ....... 2,271,594 
£275,000,000 Hawick ...  ... ... (0,940,062 
Montrose ... ne ie 1,756,123 
Cupar o- iis awe 1,739,896 
Annual limit of deposit £500 — ik - ia 1,536,140 
Total limit of deposit - £3,000 ee ee eee 928,151 
Campbeltown sii io 634,369 
Castle Douglas __... oe 608,757 
Banks having a Special Investment Jedburgh ... «.. ss. 514,900 
Department can accept up to Laurencekirk ... —... 514,279 
£1,000 in addition Alexandria a ei 435,546 
Kirkintilloch ...... «374,882 
Newburgh ... eo aia 166,935 
Separate accounts can be opened Ec a Oe 126,189 
for special purposes Ee re: 116,636 














Cherished 


Possessions— 


For presentations on 
retirements, annivers- 
aries, etc., or, indeed, 
as proud and endur- 
ing additions to your 
own library, what 
better than the finest 
gems of literature, 
craftsman bound in 
sumptuous Morocco 
leathers with titles and 
ornaments exquisitely 
tooled in gold? To 
Own, give or receive 
such choice volumes 
is a truly rich and 
satisfying experience 
No. 6 in the series and a lasting pleasure to 
gg i all concerned. 
“SHERLOCK HOLMES” 

Illustrated brochure giving full 





particulars of these limited editions | 


post - free from 


STUDLEY PRESS (M4) 
6 FITZROY ST., LONDON, W.1 











BANCO DI ROMA 


HEAD OFFICE: ROME 
ESTABLISHED 1880 


PAID UP CAPITAL and RESERVE 
L.3,000,000,000 





REPRESENTATIVE OFFICE IN LONDON 
8, GREAT WINCHESTER STREET, E.C, 2 

















Service that excels 


What do you require of an insurance company? You need to know it is of 


good standing. The ‘General’ is the third largest British Insurance Company for 


fire, accident and marine business. Its rates and terms must be competitive. 


The ‘General’ is independent and offers advantages usually unobtainable elsewhere— 


the BONUS SCHEME on fire and household policies is an example. Above all. it 


must provide you and your clients with a prompt and efficient service. 


The ‘General’ has been built on a reputation for SERVICE THAT EXCELS, 


General 


ACCIDENT FIRE AND LIFE ASSURANCE CORPORATION LTD. 
CHIEF OFFICES: PERTH (SCOTLAND) & LONDON 








Application for Agencies are invited 











SCOTLAND'S 
FIRST BANK 


BANK 
OF 


SCOTLAND 


PROVIDES 
SCOTLAND'S 
MOST EXTENSIVE 
BANKING SERVICE 





































Boiler makers 
to the World 
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OVER 70 YEARS IN SCOTLAND ATOMIC DEVELOPMENTS 
In 1881 Babcock & Wilcox commenced Right in the forefront of engineering 
the manufacture of water-tube boilers progress, they are now manufacturing 
in Scotland. Now the Babcock organi- the steam-raising plant by means of 
sation is world-wide and employs which atomic energy will be applied to 
16,000 people in Great Britain alone, electricity generation in the first atomic 
in Works and Offices at Renfrew, electric power Station, at Calder Hall. 
— Dumbarton, Oldbury and entities 

Subsidiaries of Babcock & Wilcox Ltd. 
LARGEST BOILER WORKS IN EUROPE operate works in Australia and South 
The main works at Renfrew, largest of Africa, and new works are under 
their kind in Europe, occupy a site of construction in Brazil and Mexico. 
165 acres and employ some 7,000 These are part of the world-wide 
people. Superbly equipped in machines organisation embracing Associated 
and personnel, they manufacture Companies and Licensees manufactur- 


ing in Europe, Canada 
and elsewhere, and repre- 
sented in over 50 count- 
ries. Babcock & Wilcox 
are indeed boiler makers 
to the world. 


water-tube boilers up to 
the largest sizes for land 
and marine service, a com- 
plete range of boiler-house 
equipment, cranes and mech- 
anical handling plant and 
also welded pressure vessels 
and heat-exchangers for the © 
oil and chemical industries. “pak 


} FIRST ATOMIC POWER STATION 


es * Impression of reactor house, with 80ft. 
steam-raising towers manufactured by 
Babcock & Wilcox Ltd,. 








BABCOCK & WILCOX LTD. 


WORKS : RENFREW - DUMBARTON - OLDBURY 


BABCOCK HOUSE, FARRINGDON ST. LONDON GLASGOW 145 ST. VINCENT STREET 
TELEPHONE CENTRAL 3282 TELEPHONE CENTRAL 9932 


















‘DIRECT SHIPMENTS TO AND FROM 


Se 


PORT OF GLASGOW 


ON THE RIVER CLYDE 





serve at attractive charges 
INDUSTRIAL 
SCOTLAN D 


and adjoining territory. 
& 


FACILITIES OF THE FIRST CLASS FOR SHIPS 
AND CARGOES—FOREIGN AND COASTWISE. 





White General Manager ‘itll Secretary 


THE CLYDE NAVIGATION TRUST 


16 ROBERTSON STREET, GLASGOW, C.2 
TELEPHONE: CENTRAL 2695 
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Warm premises when : 
they arrive 7 


Warm all through the day 












The Nightstor Heater is a most economical way of heating offices, school-rooms, 
workrooms and most commercial buildings. It stores heat at night, when cheaper 
electricity is available. A Nightstor installation is entirely automatic. It provides 
comfortable working temperatures throughout the day. 

The Nightstor Heater is available in three sizes. Write for descriptive leaflet Ho2482. 





ie 
Ig htstor heater o BBC product 





stores heat at night 
for use next day 


THE GENERAL ELECTRIC CO. LTD. MAGNET HOUSE KINGSWAY LONDON WC2 


















BAIRDS . 
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| G i Fe O N FOUNDRY - FORGE - WEMATITE - BASIC 

‘*GARTSHERRIE’”’ and ‘* EGLINTON” BRANDS 
OPEN HEARTH PROCESS 

T E FE L Blooms, Slabs, Billets and Sheet Bars; Light Rails and Rolling 


Stock Sections; Bars, Hoops and Strips, Reeled Bars; Splayed 
Coopers and Baling Hoops. 
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ROUGHT IRON Bars, Angles, Tees, Channels, etc. Horse Shoeing Bars, 
Tyre Bars. 
COKE N UTS Industrial and Domestic. 
LIME & LIMESTONE = Agricultural and Industrial. 
-—- & 6 os Bk ace ‘‘ Caledonian” Brand Portland Cement. 


IRDS & SCOTTISH STEEL LTD 


Blast Furnaces, Coke Ovens and Cement Works at GARTSHERRIE, COATBRIDGE 
Steel Works and Rolling Mills at COATBRIDGE and AIRDRIE 
Limeworks at LOANHEAD, MIDLOTHIAN 
Offices at GLASGOW — 168 WEST GEORGE STREET and 53 BOTHWELL STREET 


> 





BARCLAY, CURLE 


& CO., LTD 





5 TRS 
SRS 








S.S. " ARAFURA ” 


(The Eastern & Australian Steamship Co., Ltd.) 


Head ) CLYDEHOLM SHIPBUILDING YARD 





Office | WHITEINCH, GLASGOW. 
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How Microfilm 
saves space, time, money 


SUCCESSFUL CONTROL 
OF HOSPITAL RECORDS 


14,000,000 documents concerning two 
million patients—that is what Liverpool 
Regional Hospital Board has to cope with. 
In the St. Helens group of this Region, 
documents monopolized vital floor space. 
Microfilming was investigated, and Bur- 
roughs equipment selected. Now 500,000 
documents are filed in one cabinet covering 
three square feet. 


Microfilm and office efficiency 


Burroughs Microfilming Equipment* can 

bring greater economy to your office. It 

reduces filing space to less than 1% of old 

| methods; it makes big savings in staff-time 

| and operating costs—any document can 
| be referred to in sixty seconds. 


Burroughs Microfilming Equipment be- 
| comes the key to an efficient system, cutting 
/ down waste on the production, control and 
use of records. 

Burroughs will gladly advise on how 
microfilming can serve you. Call your near- 
est Burroughs branch, or write to Bur- 
roughs Adding Machine Limited, Avon 
House, 356-366 Oxford St., London, W.1. 


* British made for Burroughs by G.-B Equipments Ltd. 
to Bell & Howell design. Film by Ilford Limited. 









Oe 











The Burroughs microfilm Over 200spools of Microfilm Any document recorded on 
and extremelysinpletouse, | thissize(thefactsandfigures | ICON On aT size on the 
Documents can be photo- content of 800 filing drawers) screen of the Reader within 
graphed back and front sim- fit BNO & cabinet only 36° x 60 seconds. Clear prints 
ultaneously in any of three 104” x 16}”—all records are can be made without a 
sizes, in order and indexed. darkroom. 


CALL IN Burroughs ON MICROFILMING 
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The Oldest Scotch Whisky 2 
Distillers in the World 








THERE HAS 
ALWAYS BEEN 
SAFETY IN 
NUMBERS 





N this magical square, taken from a pro- 
tective Amulet, the numbers added vertically, 
horizontally or diagonally always give the 

total 15. To-day, numbers handled by actuarial 
methods form the scientific basis of protection 
and security through Life Assurance. 
Policies to cover every Assurance need. They 
crystallize 77 years’ experience of helping 
shrewd, thrifty people. Write for our attractive 
Leafiet ‘‘ Life Assurance for every Man” and 
for quotations for Annuities, Pensions, House 
Purchase Endowment, &c. 








Provident House, 246 Bishopsgate, London, E.C.2 


Telephone: BiIShopsgate 5786 


We issue | 

















OTTOMAN 
BANK ? 


PAID-UP CAPITAL - £5,000,000 


(Incorporated 
Turkey with 
Limited Liability) 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
MIDDLE EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 


Affiliated Institution in Syria and 


Lebanon: BANQUE DE SYRIE ET DU 
LIBAN. 

LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
MARSEILLES 38, Rue St. Ferreol 
CASABLANCA 1, Place Ed. Doutte 


ISTANBUL 


——— | 


























THE ROYAL BANK OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 
EDINBURGH, LONDON and BRANCHES 


GLYN, MILLS & CO. 


ESTABLISHED 1753 
LONDON 


WILLIAMS DEACON’S BANK LTD. 


FOUNDED 1771 
MANCHESTER, LONDON and BRANCHES 


TOTAL ASSETS £414,353,819 


EVERY DESCRIPTION OF 


HOME AND OVERSEAS 
BANKING BUSINESS TRANSACTED 




































REACH THE SCOTTISH INVESTOR 
THROUGH 
Pry wish, Wise ZZ 


, 
‘ 





os 
< ¢ | 
as @ STOCK EXCHANGE COVERAGE 
@ LONDON PRICES IN FULL 
& O @ DATA ON SCOTTISH INDUSTRIES 


@ INVESTMENT NOTES 
~ @ COMPANY NEWS 
ye, @ FINANCIAL LEADERS 


Printed in Edinburgh, centre of Scottish banking, insurance, 
law and administration. Read by those with funds to invest. 








Head Office: NORTH BRIDGE, EDINBURGH 
63 Fleet Street, London, E.C.4 33 Gordon Street, Glasgow 
52 Union Street, Aberdeen 

















Made only in 
Scotland 


but famed throughout the world, 


Scotch ‘Whisky remains the 


most popular of stimulating 
refreshments, unrivalled in 
mellowness and fine tlavout; 
unequalled in guality and 
anexcelled in purity. 


THE DISTILLERS COMPANY L*? 


AND ITS SUBSIDIARIES. 
DISTILLERS ano BLENDERS or FINE SCOTCH WHISKIES. 





REGISTERED OFFICES 


12 TORPHICHEN STREET. EDINBURGH 








FIRM foundations 


Success was never built on shifting sands. 
the knowledge of firm foundations— financial 





security —that helps a man to give of his 


It is 


best. 


The Scottish Mutual Assurance Society has pro- 


vided many men with such a foundation. It 


gives 


them the wide choice of policies, the practical 
experience and, above all, the integrity they seek 


in providing for the future. 


Remember, too, that this Society offers the 


benefits of the well-tried mutual principle . 
which all profits are shared among the 
ticipating policyholders themselves. 


The Scottish Mutual 


Assurance Society 


HEAD OFFICE: 


.. by 
par- 


109 ST. VINCENT STREET, GLASGOW, C.2 

















RECOVERY TOWARDS 
Economic 
Strength 


in OEEC Countries 










This diagram which shows the remarkable pro- 
gress made in trading and in industrial and 
agricultural production by the OEEC countries 
is taken from the SIXTH REPORT OF 
THE OEEC which has just been published. 














Volume I 
262 pages 6s. 


Volume II 





258 pages 6s. 























Obtainable from 
HER MAJESTY’S “ts 
STATIONERY OFFICE * ‘"%* 
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Industry Agriculture 




















































Whizz through 


coin counting... 


Quick work 


well done 


typewriters 





With this new ICC machine, an unskilled 
junior can count up to 2000 coins of | 
any single denomination in one minute, | 
packing them and recording totals as well. | 
And absolutely no risk of error!... | 
Adjustment is quick and simple ; automatic 
stops can be adjusted to bag any fixed 
quantities up to 15,000—or fittings are | 
available to pack the coins in paper rolls. | 
| 





The machine is electrically operated, 


There are 2,400 hand 


trouble-free. Leaves your skilled staff | 
free for more important work. It’s areal | 
time and money-saver!... Finished in 

grey enamel with chromium fittings. 


; | eee 
Ask us to arrange a demonstration | ©. A precision instrument, yes. 
| 


assembled parts in every 


Imperial ‘66’ typewriter. 





in your own office. 
But a tough customer, too. 


INTERNATIONAL COIN COUNTING 
MACHINE CO. LTD., 
15 ALEXANDRA ROAD, 
ENFIELD, MIDDLESEX. 
PHONE : HOWARD 3027 

(Pte. Bch. Exch.) 
Makers of letter-opening, letter-sealing, 
coin-counting and token-counting machines. 


) %* Visit our Stand No. 94 at the | 
Business Efficiency Exhibition 


Has to be, to remain a 
precision instrument for 


many years of hard use. 





Imperial Typewriter Co. Ltd. 
Leicester and Hull. 
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THE LARGEST PUBLIC WAREHOUSE KEEPERS IN SCOTLAND 


For close on fifty years, Bankers requiring 
merchandise to be warehoused have 


confidently made use of the Service 

we offer. ° o o 
As international freight forwarders, we are 
at the service of Banks at home and abroad 
as specialists in dealing with all-the formalities 
of the shipping and forwarding of merchandise. 


We are at your service and we 
have no trading interests whatsoever 


HEAD OFFICE: g1 MITCHELL STREET + GLASGOW + C.1 


Telephone: CIT y 7080 (20 lines) Telegrams: “Arbor, Glasgow” 
OFFICES AND CORRESPONDENTS THROUGHOUT THE WORLD 
Main offices at London, Liverpool, Southampton, Newcastle, Manchester, Dublin 
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A GOOD SIGN TO FOLLOW 


Steel Framed Buildings, Single and Multi Storey, Steel Bridges, Cinemas, 

Garages, Railway Sheds, Station Roofs and all classes of Constructional 
Work, Riveted and Welded Structural Work : 
DESIGNERS, FABRICATORS, ERECTORS 


HEAD OFFICE: PARKNEUK WORKS, MOTHERWELL, SCOTLAND 
LONDON OFFICE: HIGH HOLBORN HOUSE, 52/54 HIGH HOLBORN, LONDON, W.C.1 


rYE> Bal PVR 


Structural Engineers 
MOTHERWELL SCOTLAND 


xviii 








































Scottish 
craftsmanship 
builids 


INDIA 


‘She Fined Types Meade” 
























It is no coincidence that INDIA tyres, which have won, at home and all over 
the free world, the firmest reputation for quality of workmanship and per- 
formance, should be made in Scotland where standards of craftsmanship are 


and always have been high. India’s factory at Inchinnan on the Clyde is equipped 





to build tyres only of superlative quality. 


e 


INDIA TYRE & RUBBER CO. LTD. 
P.O. BOX No. 5, 
INCHINNAN, RENFREW 




















@ STEEL BRIDGES 
@ STRUCTURAL STEELWORK 
@ STEEL RAILWAY WAGONS 
@ STEEL PIPELINES for Hydro-Electric Schemes 
P. & W. MACLELLAN Lunnev 
Head Office: London Office: 
129 TRONGATE CLUTHA WORKS, 10 STOREY’S GATE 
GLASGOW, C.I GLASGOW LONDON, S.W.| | 








MARTINS BANK 


LIMITED 
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DISTRICT OFFICES IN LONDON, 
LEEDS, LIVERPOOL, 
MANCHESTER, BIRMINGHAM, 
NEWCASTLE upon TYNE 

and | 


Over 600 Branches throughout the Country 
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AGENTS ALL OVER THE WORLD 








London District Office: 68 Lombard Street, London, E.C.3 


HEAD OFFICE: WATER STREET, LIVERPOOL, 2 
TOTAL ASSETS (at 31st December, 1954): £363,655,940 


———, 





















FY / the superlative 
ee & twist cloth for 


ae all occasions .... 
| '{ BUSINESS AND LEISURE 











Possessed of tremendous strength for 


/ 
(q asting wear. Made in the Borders o 
ADS SRS 


YL? Scotland, this is a New ‘ Eldeco’ cloth 
in a large range of colours 
and designs. 
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WRITE FOR NAME OF 
NEAREST STOCKIST 


_ 


xxi 












The Rt. Hon.}The Earl of Feversham, The Rt. Hon. Lord Maclay, K.B.E. 
D.S.O., D.L. 


Frank Fleming, D.S.O., D.L. 
The Rt. Hon. Lord Harlech, K.G., P.C., D.S.O., M.C., LL.D., F.R.S. 
G.C.M.G. 


Robert Laidlaw 











CLYDESDALE & NORTH OF SCOTLAND 
BANK LIMITED 


DIRECTORS 








Sir Harold E. Yarrow, Baronet, C.B.E., LL.D., Chairman. 


Sir Andrew S. Macharg | 


Deputy Chairmen. 
John S. Allan, D.L. 


Andrew Mitchell 
The Rt. Hon. Lord Boyd Orr of Brechin, 


Sir Albert G. Stern, K.B.E., C.M.G., D.L, 








William Thyne 
Alexander Logan McClure, W.S. 
Lachlan Mackinnon, D.S.O. 
H E A OD oF Ft. = 


30 ST. VINCENT PLACE, GLASGOW, C.I 


John J. Campbell - - - General Manager 








341 Branches from the Solway to the Shetlands 
OF PICES MN LORD O N 
TOTAL ASSETS EXCEED £217,000,600 
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Professional men are no strangers to 
questions such as this. So many people 
who quite suddenly come into possession 
of substantial sums are at a loss to know 
how to invest them. 


A little probing reveals the essentials they 





seek—safety for capital, accessibility 


CO-OPERATIVE PERMANENT 


BUILDING 


NEW OXFORD HOUSE - LONDON : W.C.I 
TELEPHONE: HOLBORN 2302 


ESTABLISHED 1884 ASSETS EXCEED £106,000,000 90 BRANCHES 
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without trouble in case of need, and a 
reasonable and regular rate of interest. 
Where can you find these needs better 
served than by investment witha Building 
Society ? There is the added advantage 
that income tax is paid by the Society. 


We shall be glad to send you full details. 


SOCIETY 


CITY OFFICE: 163 MOORGATE, E.C.2 
TELEPHONE: MONARCH 3556 





Australia’s industrial expansion invites the 
participation of British enterprise in the 
broadly based prosperity which lies ahead. 

The National Bank of Australasia, with 
over 750 Australian branches, is splendidly 
equipped to give guidance on every aspect 
of Australian affairs and to handle every 
kind of financial transaction. 

Through the Information Department of 
the Bank’s London Office, British business 
has a direct link with Australia. 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


(Incorporated in Victoria) 


Your best introduction to Australia Over 750 Branches throughout Australia 


Assets £271 Million 
Head Office : 271-279 Collins Street, Melbourne 
London Office: 7 Lothbury, EC2 








Savings in the Leicester Temperance 
Building Society are backed 


by assets of £15 millions with 


liquid funds of £24 millions. 


Your savings earn 24 % 
income tax paid and can be 


withdrawn at short notice. 


CHIEF OFFICE 
13-15 BELVOIR ST 
LEICESTER 
Please send 

for Balance Sheet 


and Investment 
booklet. 
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Service 


Throughout the length ‘and breadth 
of Scotland, this emblem identifies 


























: The 
Yommercial Pauk | 
8 of Seotland Limited ©&~ | 





which has fostered commerce 
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and industry for over a century. 

























E Scottish men and women in 
: all walks of life appreciate tts = 
a friendly service in all matters a 
. pertaining to modern banking. : 
' The Bank _ : 
a was founded by Scottish business " 
® men to assist in the development = 
A of Scottish trade. 4 
A S 
i l4¢ - George Street -Edinburgh jf 
F General Manager: lan W. Macdonald. =| 
T il Branches throughout Scotland and in London. 4 
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Investments accepted 


An at 2:% 


























Appreciation 

Income Tax Paid by the Society 
We very much appreciate the Assets Exceed £3,274.000 
friendly co-operation of so many ’ ‘ 
Bank Managers in the interests Reserves Exceed £22] ,000 





of their customers and ours. 
Full particulars from 


ASSETS RESERVES T 










CHELTENHAM BUILDING SOCIETY 
sic Established 1883 

(; § QC) U = E- S 7 iz R Member of the Building Societies Association 

BUILDING SOCIETY NORTH WEST HOUSE 






MARYLEBONE RD., LONDON, N.W.I 
Telephone: PAD. 7223 (3 lines) 
Secretary - R.H. ALSOP, F.B.S. 





CLARENCE STREET, CHELTENHAM 
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THE PALESTINE DISCOUNT BANK LTD. 


HEAD OFFICE: 27 Yehuda Halevy Street, Tel-Aviv 
Affiliation : THE MERCANTILE BANK OF ISRAEL LTD., TEL-AVIV 
Consolidated Assets exceed 90 million Pounds 
32 Branches throughout the country 
Representative’s Office: 
U.S.A. 61 Broadway, New York 6, N.Y. 


gy ALL BANKING’ BUSINESS 
| Enquiries Invited 


a good accountant 
deserves an... 
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calculator 


Capacity 9x8 x 13 with 
or without Back Transfer. 









T.S. (cquipmenr) LTD. 
30 - NEW BRIDGE STREET “ECA 
Telephone City 1107 


sx Fast one-hand operation 
x Visible dials throughout 
x Reasonably priced 





Capacity 10x 9x 17 with 
or without Back Transfer 
and Split Register. 
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helps to build a house 



































For over 100 years the Society’s funds have been available to assist 
people to buy their homes. Every amount invested, whether it be 
large or small, is a helpful contribution to the solution of a 
problem of great National importance. 
Every Investor is assured of a first class investment with many 
advantages which include the following :— 
No. stamp duty or other charges either on investment or 
withdrawal. 
Income Tax paid by the Society. 
No risk of capital depreciation — Shares are always repayable at 
their face value. 
Repayment can be obtained at any time promptly and easily 
with interest to the date of repayment. 
The current rate of interest on Paid-up Shares (in multiples 
of £25 with a maximum of £5,000) is 2% per annum with no 
liability for Income Tax on the Investor—this is equivalent to 
£,4.7.0d.% subject to Income Tax at 8/6 per £. 
The current rate of interest on Subscription Shares is 3°% per 
annum — equivalent to £5.4.4d. subject to Income Tax at 8/6 i 
per £. Subscription Shares are specially designed for the invest- 
ment of small sums of 5/- and upwards. On reaching £25 a Paid-up 
Share is issued and the Subscription Share Account is kept open 
for further savings. 
Investments can be sent direct to the Society or paid in at 
your local branch of the Westminster Bank Ltd. : 
Full details will gladly be supplied on request to the Secretary. 


LAMBETH BUILDING SOCIETY 


(Established 1852) 
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Dept. M.B., 112, WESTMINSTER BRIDGE ROAD, LONDON, S.E.I. TEL: WATERLOO $478 
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EASTBOURNE MUT 





UAL BUILDING SOCIETY 


Founded 1877 











Assets Reserves 
a INVESTMENTS RECEIVED —a 
£6,500,000 £300,000 


SHARE 234% ACCOUNT 
INCOME TAX PAID BY SOCIETY 








MAXIMUM £5,000 













Bankers : 


Prospectus on Request 


Head Office : 147, Terminus Road, Eastbourne. 
Barclays Bank Ltd., and British Linen Bank. 











Telephone : Eastbourne 2173 

























WALT 


INVEST BUILDI 


FOR 
INDEPENDENCE 








INCOME TAX 


Secretary: Samuel H. Russell, F.c.c.s. 





223 HOE STREET, LONDON €E.17 40 |! 
COPpermill 1824 PA.PAID ON | TAX FREE 
0 


ASSETS EXCEED £2,600,000 














HAMSTOW 
NG SOCIETY 





| 0 
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ALL DEPOSITS 
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PAID BY THE SOCIETY N SHARES 
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SANWA BANK 


Authorteed Foreign Exchange Bank 





Chairman of the Board 





& President: TADAO WATANABE 
Capital: # 2,500,000,000 
Head Office: IMABASHI, OSAKA 
Tokyo Office MARUNOUCHI, TOKYO 
San Francisco 

Branch: 465 CALIFORNIA STREDT, 


SAN FRANCISCO 
a complete network of 186 nation- 
wide branches and worldwide 
correspondents 





THE IDEAL 
INVESTMENT 


must offer 
@ Absolute safety 
@ A good return 
@ Easy withdrawal 


AND @ NO CAPITAL 
DEPRECIATION 








These essentials are to be found in the investment 
facilities afforded by the ‘‘Marsd2n,"’ one of the 
soundest Building Societies in the country. 


2 4% Society 


PER ANNUM (Equals £4.6.11 gross) 
Details of Investment Services-and copy of 
the Society’s last Balance Sheet will be 
supplied on request. 
Assets : £5,800,000 Reserves : £356,000 





Income Tax paid by the 

































BUILDING SOCIETY 


(Established 1860) 
Chief Office: Russell Street, Nelson, Lancs. 
Tel. Nelson 320 
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THE 


NATIONAL BANK OF SCOTLAND 


LIMITED 


TOTAL ASSETS EXCEED £135,000,000 
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HEAD OFFICE - 42 ST. ANDREW SQUARE, 











EDINBURGH. 
GENERAL MANAGER - - ~~ DAVID ALEXANDER 
LONDON CITY OFFICE - ~- 37 NICHOLAS LANE, 
LOMBARD STREET, E.C.4. 
WEST END OFFICE - - - 18-20 REGENT STREET, 





PICCADILLY CIRCUS, S.W.|I. 


BRANCHES THROUGHOUT SCOTLAND. 





BRADFORD 
PERMANENT 


BUILDING SOCIETY 
SECURITY SUBSCRIPTION 






















































Plus PROFIT SHARES 
regular 1,, 
Tax paid by | paww-up ‘| savers Bi: 


receive 





the Society | SHARES 


DEPOSIT | — 23% 


ACCOUNTS 


receive Phy ASSETS exceed 
nd £19,500,000 


























General Manager : 
E. G. LEWIS, F.B.S. 


Brochure Free on request from Head Office :— 


LEICESTER - MADE BOOTS AND SHOES 
41-43 SUNBRIDGE RD., BRADFORD, 1 


are world famous, thanks to the progress Tel. 25144 (3 lines) 


made by the industry during the past 100 London Office: 6 MADDOX ST., W.1 
Tel. MAYfalr 8538 


years. During the same time, the Leicester or any of the Society's Branch Offices or 
Agencies 





Permanent Building Society has built up a 











great reputation for integrity, courtesy and 
fair dealing. To-day it is the largest 71 

Building Society in the Midlands, with £% Net 
assets exceeding £36,000,000 and reserves Income Tax paid by the Society. 


exceeding £2,700,000 For over 100 years dividends have been 
regularly paid and capital invested has been 


withdrawable without depreciation. 


LEICESTER 12 BAA DAWA BOA'e Investments accepted without entrance 


fees, stamp or commission. 


BUILDING SOCIETY TOTAL ASSETS - - £9,841,612 
LIQUIDFUNDS =. - £1,627,692 














Head Office: RESERVES, ETC. - - £523,854 
WELFORD HOUSE, LEICESTER 
Telephone 22264 (3 lines) Director and General Manager : 


ANDREW BREACH, F.C.IS.,. F.B.S. 














London Office: niniieiaaial 
FITZHERBERT HOUSE, 49 PARK LANE, W.1 | » | 
Telephone: MAYfair 6021 (3 lines) 





BUILDING a 








/ SOCIETY 





BRANCHES THROUGHOUT THE COUNTRY 




















Head Office : 
ST. STEPHEN’S HOUSE, THE CENTRE, BRISTOL, | 
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Reach the 
Scottish 
Investor 













“The Glasgow Herald” has the largest sale of any quality 
class daily newspaper published in Scotland. It gives 
extensive editorial coverage to all financial and commercial 
questions, and is the principal Scottish newspaper for 
financial advertising, reaching investors in Scotland’s main 


centre of population. 


GLASGOW 
HERALD 


65 BUCHANAN ST., GLASGOW ° 56 FLEET ST., LONDON 


































Whatever you 
do, make 

sure that 
your savings 


are secure 





You can’t do better than in- 


INTEREST ON | yest in Leek &{ Moorlands. 
SHARES You can always get your 

2? 1 money back in full and it earns 
x% a . 24% _ ae 

ax pai y the Society. 

as or sees That’s worth over 43% gross 

| INCOMETAXPAID | if you pay tax at 8/6 in the 
| BY THE society | pound. I call that a really 





good investment. 





THE LARGEST 


STAFFORDSHIRE 


BUILDING SOCIETY 








ASSETS £30,000,000 
General Manager : 
Chief of ice: 
AFFS. Telephone: 


ESTABLISHED 1856 
HUBERT NEWTON, F.C.I.S. 
NEW STOCKWELL HOUSE, LEEK, 
Leek 1100 (3 lines) 







































TAX - PAID INTEREST 


AT 2 i% 


SECURITY OF CAPITAL 
EASE OF WITHDRAWAL 
NO ENTRY FEES or CHARGES 


AND A REAL 
PERSONAL SERVICE 
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MANAGER - V.R. MOLL, O.B.E., F.1.M.T.A. 
Head Office: 
TUDOR HOUSE, KING STREET 
MAIDENHEAD 
Tel. 3571/2 






















A HOME 
FOR YOUR 








SAVINGS 













The savings of today ensure the 


and the nation by saving regularly 












homes of tomorrow. Help yourself * 


Siineneetiiacila T E M P E R A a Cc E 
BUILDING SOCIETY 


223-227, REGENT STREET, LONDON, W.! 


PHONE: REGENT 7262 


Branches throughout the Country 


PER ANNUM 
FROM DATE OF INVESTMENT 


% INTEREST AT 23%, 


£1 — £5,000 ACCEPTED 


WITHDRAWALS AT SHORT 
NOTICE 


* 


PERMANENT 
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Discerning palates know which 
bottle holds a good Scotch Whisky. 
Those who are accustomed to the 
mellow smoothness of VAT 69 


will tell you it’s worth asking 






for— by name. 


(ye 






By Appointment 
Scotch Whisky Distillers 
to the late King George VI 

m. Sanderson & Son, Ltd. 











Maximum prices in U.K. as fixed by the Scotch Whisky Association 


WM. SANDERSON & SON LTD., LEITH London: 63 PALL MALL, S.W.I! 
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Manager .... 


THE SCOTTISH AMICABLE 


is a Mutual Life Office, transacting no other 
class of business .... 
words, and always at the service of the Bank 


SCOTTISH AMICABLE LIFE ASSURANCE 


SOCIETY 


Head Office: 


35 ST. VINCENT PLACE, 
GLASGOW, C.1. 


London Office: 
17 TOKENHOUSE YARD, 
LONDON, E.C.2. 


Specialists, in other | 
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SAFETY-FIRST INVESTMENT 


Income Tax paid y AYP by the Society 


per annum 


Equal to £4.6.11 per cent to investors 
subject to income tax at the standard rate 


The current rate of interest on 
share accounts is 24%, and on 
ordinary deposit accounts 2%, 
with income tax paid by the 
Society in each case. Sums up toa 


total holding of £5,000 are 
accepted for investment in Abbey 
National. For further particulars 
apply for a copy of the Society’s 
Investment Booklet. 


Total Assets Exceed £213,461,000 


ABBEY NATIONAL 


BUILDING SOCIETY 


HEAD OFFICE: ABBEY HOUSE, BAKER STREET, LONDON, N.W.1 
For address of Local Office 


see Telephone Directory 
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Glasgow Industrial Finance Ltd. 
fag £5 Flee : 


is equipped to provide advice and assistance in the many aspects and 

problems of Company Finance, the raising of further capital, the market- 

ing of shares and the obtaining of quotations on the appropriate Stock 
Exchange/Exchanges 


Directors: 
CoL. HUGH B. SPENS, C.B.E., D.S.O., T.D., D.L. (Chairman) 
J. PERCIVAL AGNEW, D.L., C.A. 
JOHN DUNLOP, 0.B.E., C.A., F.F.A. 
R. ALISTAIR MURRAY 
ANDREW RINTOUL, C.A. 
R. M. ROBERTSON 


Managers: 


R. ALISTAIR MURRAY 
J. I. MURRAY 


Secretary and Registered Office: 
J. F. A. GIBSON, c.A. 
175, West George Street, GLASGOW, C.2 
Telephone: CENTRAL 6242 





Further particulars are contained in a brochure which may be obtained on 
application to the Registered Office of the Company. 


























SECURITY 
SERVICE + STABILITY 


Established 1824 


SCOTTISH UNION 


and 


NATIONAL INSURANCE COMPANY 


FIRE + LIFE + ACCIDENT + MARINE 
PENSIONS + AVIATION 








Special Life Assurance Terms to Members of Bank Staffs 
London Office: 20/24 Moorgate, E.C.2 
Head Office: 35 St. Andrew Square, Edinburgh 














Y AninO W 
BOLLERS 


World-famous for Ships and 
Industry. A valuable contribution 


to Exports. 


YARROW & CO. LTD SCOTSTOUN, GLASGOW 




























ng b 


Cesc re 
a Be 
- 2, ae 


io om emma 


tse Can jute help you? 


If you think jute in any form 
can solve your problem, write 
to us. We’ll be glad to advise. 








JUTE 


INDUSTRIES LTp 
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Indispensable 


SAYS DAISEE JUTE 


This is not arrogance on Daisee’s 
part. On the contrary, when the 
universality of jute is considered, 
how modest and shy this valued 
stuff is seen to be! 

Jute is everywhere. It is sacks 
and bags. It is rope, twine, cord 
and string. It is hessian 
and scrim. It is the backing 
on the board-room carpet and 
the lining in directors’ 
shoes. It is the unseen part of 
lino and the unsung part 
of a Savile Row suit. 

All this, and yet so shy and so 
anonymous! For indispensable 
is the word. Wherever there is 
hard work to do, wherever 
toughness is needed, jute is on 
duty, day in, day out. 


BRITAIN’S LARGEST 
MAKERS OF JUTE GOODS 


MEADOW PLACE BUILDINGS - DUNDEE 
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SOLERO 


Tullis Russell offer the benefits of 50 years’ experience 
Mp and skill in making sensitized security cheque paper, of a 
Sai quality and character that help to safeguard the reputation 
of British Banking all over the world. Day and night, 
month in and month out, one of Tullis Russell’s machines 
is engaged entirely in making this paper for all the big 
banks at home and overseas. Every stage of the work is 
supervised by qualified technicians specially trained to 
control and develop the paper’s protective qualities. 


For safety, security and consistency of quality, specify 


T.R. Security Cheque Paper —it is a credit to Banking! 


Tullis Russell + ©, Ltd. 


THE PIONEERS OF TWIN WIRE PAPERS FOR PRINTERS AND 
SPECIALISTS IN THE MANUFACTURE OF TECHNICAL PAPERS FOR INDUSTRY 
ESTABLISHED 1809 


SCOTLAND: Auchmuty & Rothes Paper Mills, Markinch, Fife LONDON: “‘ivorex House”’ Upper Thames St., E.C.4 
BIRMINGHAM: !77 Corporation Street MANCHESTER: 372 Corn Exchange Buildings, Corporation Street 
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THE BANKER 
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THE BANKER LIMITED 
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OFFICE 


is prepared to undertake ll 
the duties usually entrusted to 


at reasonable rates. 
Booklet on application to: 


Branches in all important Towns. 






THE OLDEST INSURANCE 
IN THE WORLD 


EXECUTORS and TRUSTEES 


Head Office: 63 Threadneedle Street, E.C.2 
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In MEXICO CITY, capital of 
the Mexican Republic, the colourful 
customs of the old Aztec tradition 
still remain. But with the development 
of electric power, modern industrial 
techniques now exploit the country’s rich 
resources — iron, oil, cotton, chemicals 
and tobacco, 











AGCOUNTING & ADDING MACHINES 





put business on record 
. .. at less cost 





COMPLETELY VERSATILE—The of@ftmeaf 
“CLASS 31” DIRECT-ENTRY ACCOUNTING MACHINE. 
Instantaneously adaptable to all forms and 
phases of BANK ACCOUNTING. * LEDGERS, 
STATEMENTS AND WASTE ¥ DIVIDEND WARRANTS 
AND LISTS ¥%& STAFF PAYROLL and all varieties 


of special records for particular requirements 








FOR SUPER SPEED AND ACCURACY over the entire range of listing and 
primary book-keeping operations: the “E.N.’’ SERIES of NATIONAL 
ADDING MACHINES — in simplex and duplex versions, with and without 


wide platens and shuttle carriages. High, medium and low capacities. 


THE NATIONAL CASH REGISTER COMPANY LTD. Fins 
ot DU 
206-216 Marylebone Road, London, N.W.1!. Paddington 7070 949 OFFICES IN 94 COUNTRIES . 
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D. FE. LANDALI 


MR. 


tho in April kecame chairman of the Roval Bank of Scotland 


{ 


on the retirement of Mr. Kenneth Murray) 
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\ Pian / for Linoleum for good looks and long life 


Linoleum brings beauty and efficiency to any 
commercial interior, along with outstanding 
upkeep economies. ‘This photograph of the 
Entrance Hall, Government Offices, Whitehall 
Gardens, shows how skilfully the Architect 


has made use of Linoleum’s impressive 


Architect for the Ministry of Works— decorative value whilst providing a flooring 
E.. Vincent Harms, O.B.E., R.A. ; : . 
Linoleum Installation: V.G. (London) Ltd. that resists scuffing and abrasive wear, 





LINOLEUM 


that is quiet and comfortable underfoot, low in 


first cost, and remarkably easy to clean and keep clean. 


FOR LONGEST WEAR EVERYWHERE 





““THELMA” stands for The Linoleum Manufacturers’ Association, 127 Victoria Street, London, S.W.| 
For further information write to the Association or to any of the following members: 


BARRY OSTLERE & SHEPHERD LTD.,KIRKCALDY . DUNDEE LINOLEUM CO.LTD.,DUNDEE . LINOLEUM MANUFACTURING 60. E=., 
6 OLD BAILEY, LONDON, E.C.4 . MICHAEL NAIRN & CO. LTD., KIRKCALDY NORTH BRITISH LINOLEUM CO. LTD., Dl no 
SCOTTISH CO-OPERATIVE WHOLESALE SOCIETY LTD., FALKLAND, FIFE JAS. WILLIAMSON & SON LTD., LANCASTE 
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A Banker’s Diary 





DuRING the next few weeks of electoral preoccupations and uncertainties, the 
behaviour of stock markets may be an unreliable guide to their longer run 
trend. The City, in particular, seems convinced that a Tory 
Markets Government will be returned. But, even if that could be taken 
and the for granted, it would be difficult before the election to form any 
Budget fair judgment of how recent economic trends, and the budget 
in particular, have altered the market prospect. Last month, 
paradoxically, it was the optimistic budget, and not the electoral prospect, 
that shook the markets’ confidence. Almost throughout the phase of the 
newspaper strike—as will be seen from the special table of daily market 
indicators that we publish “‘ for the record’ on page 278—stock markets 
had been rising. And their buoyancy had become still more marked when it 
became clear that Sir Anthony Eden had achieved a smooth take-over 
from the towering figure of Sir Winston. By budget day, the ordinary share 
index of the Financial Times had climbed thirteen points above the nadir of 
mid-March, to 188.7, or more than halfway back to the peak of early February 
(197.5). And even gilt-edged, despite a continuance of bank selling at the 
short end of the market, had been looking firmer. 

The budget shattered these illusions: in the ensuing three days the 
industrial index dropped 4.4 points and irredeemable and long-dated gilt- 
edged lost fully two points. This contrary behaviour must have astonished 
Mr. Butler no less than Mr. Gaitskell. As our opening article demonstrates, 
Mr. Butler had produced no cheap vote-catching budget but a Tory budget 
that might have been expected to appeal to the City. For once, the City’s 
economic judgments were more austere than the Chancellor’s; and satisfaction 
at the cut in the standard rate of income tax was outweighed by fears about 
the price that may have to be paid in dear money and tougher monetary 
policy. Apprehensions of a still higher Bank rate, if not quite groundless, 
are at least premature; but unless bank advances are soon shown to be 
responding to the existing pressures, further measures may be needed to make 
the present rate still more effective. Meanwhile, the discount market has 
taken the hint, and has lifted the Treasury bill rate to almost 3% per cent. So 
long as the banks hold to their agreed maximum allowance of 24 per cent. 
on deposit accounts, the pressure on liquidity ratios should be sustained. 


THE recovery of sterling following the monetary and exchange moves of end- 
February has been well sustained. In the London official market the spot rate, 
which has actually been held down by official purchases of 

Sterling dollars, yet touched $2.79 at its best, that is, within } cent 
Recovery of the parity, whereas in February the authorities were being 
Sustained forced into considerable supporting operations to prevent the 
| rate falling through the floor of $2.78. In the transferable 
sterling market, too, there has been steady recovery; by mid-April the rate 
had risen to $2.774, the highest rate for nine months, though at some cost in 
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dollars from the Exchange Account. For this reason, the news of a gold loss 
of $14 millions in March caused no surprise—and indeed its modest size was 
taken as a bull point in the exchange markets. The reserves had 
been bolstered by $21 millions of defence aid, and by the receipt of $3 millions 
from the European Payments Union in respect of the February surplus, but 
$8 millions was paid as the quarterly instalment on the Canadian loan of 1942. 
The residual deficit was therefore $30 millions, against $103 millions in 
February. 

One of the most damaging of the technical pressures upon sterling in the 
early new year, the wholesale diversion of the proceeds of sterling area exports 
through shunting operations, has now been effectively eliminated. The 
margin between the official and transferable sterling rates has been kept to 
around I per cent., at which shunting deals are no longer profitable. Partly 
as a result, more sterling is finding its way into the European Payments 
Union. The United Kingdom surplus for March reached {9 millions, the best 
since May, 1954. It was settled 50-50 in gold and credit last month. 

In the technical sphere, therefore, official tactics have been extremely 
successful; but, as the Chancellor himself pointed out in the budget speech, 
it is still too early for the effect of the monetary measures on imports 
to be reflected in the trade accounts. Imports in March were again dis- 
turbingly high, at £365.4 millions, against {298.7 millions in March, 1954. 
This brought the total value of landed imports in the first quarter of 1955 to 
nearly one-quarter above its level in the first three months of 1954. Exports 
were up in the quarter by only 10 per cent. against 1954, so that the visible 
trade deficit increased from {120 millions to £233 millions. One mitigating 
factor is, however, that exports to the United States have been recovering; 
they averaged {13.9 millions a month in the first quarter, thus regaining the 
pre-recession level of mid-1953. Another welcome sign was the fall in import 
prices in March, by one point. Export prices were unchanged on average, so 
that, after almost twelve months of deterioration, the terms of trade fractionally 


improved. 


THE Treasury last month released a number of transactions from control by 
the Capital Issues Committee. The relaxations affect only operations in 
which no new money is involved—on which the C.I.C. has in 
Tinkering any case exercised merely administrative control. The list covers 
with the acquisitions and amalgamations of companies; the formation of 
C.I.C. new holding companies; issues to parent companies for cash; 
issues of shares to extinguish loans or to secure unsecured loans; 
conversions or renewals of securities; and postponement of redemption dates. 
The order releasing these transactions from control (which amends the original 
Control of Borrowing Order, 1947) also makes a number of minor technical 
adjustments, which in general narrow the legal scope of the committee's 
control over “‘ borrowing of money’. Postponement of repayment of money 
already borrowed, for example, is now freed. 
The relaxations do no more, in short, than to lessen the administrative 
work of the C.I.C. Its vexatious, arbitrary, and often anomalous influence on 
the raising of more than £50,000 of new money remains unaffected. Perhaps 
the Chancellor could hardly be expected at this time to abolish at long last 
the whole fabric of capital issues control; though at the moment the pressures 0 
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the market are working with such effectiveness as regulators that he might 
easily do so without untoward effects. In the first quarter of the year new 
capital issues (as compiled by the Midland Bank) totalled only £39 millions, 
against {141 millions a year before and {69 millions in the first quarter of 1953. 


THE clearing banks’ statement for mid-March, the first to be issued after the 
rise in Bank rate to 44 per cent., clearly showed that in some respects the 
toughening of policy was working more effectively than many 

Switching people had at first expected it to do. In the four weeks to 
Deposits March 16 net bank deposits fell by £118 millions, the biggest 
into Bills fall ever experienced at this season. In the similar period last 
year deposits were on balance unchanged, whilst in 1953 they 

rose by {21.7 millions. The extent of this change of course is clearly shown 
by the fact that Lloyds Bank’s index, which is adjusted for seasonal variations, 
dropped by 14 points to 112.0 (1948 =100), its sharpest fall for nearly two years. 
The cause of the movement was as unexpected as its extent. Since the 
Treasury had entered its phase of seasonal deficit, and since the pressure upon 
sterling had abated in the exchange markets in the latter part of the 


March 16, Change on 

1955 Month Year 

{m. £m. £m. 
Deposits das - oa i 6401.6 — 123.3 +158.4 
‘“Net’’ Deposits* .. vs 6138.9 — 118.1 +129.1 

%t 

Liquid Assets na ‘i i 1917.4 (29.9) —I24.3 — 140.5 
Cash... ia ‘a 514.0 (8.0) —- 10.9 + 2.1 
Cali Money _.. - as 437.8 (6.8) - 6.8 - 29.9 
Treasury Bills.. va =< 849.2 (13.3) — 101.5 — 145.9 
Other Bills - - - 116.4 (12.8) — 5.1 + 33.2 
Investments and Advances .. - 4304.9 (67.2) + 6.8 +275.3 
Investments... 6% “ 2280.7 (35.6) —- 17.7 + I1.3 
Advances - - - 2024.2 (31.6) + 24.5 + 264.0 


* After deducting items in course of collection. f Ratio of assets to published deposits. 


period, it had been assumed that the Government would have resumed its 
net borrowings from the banking system, or at best would be making only 
minor repayments. Had this happened, it would have tended to strengthen 
liquidity ratios, which in February had dropped to their lowest since the war. 
But in fact aggregate liquid assets declined by £124 millions, in contrast with 
a fall of under £14 millions in the similar period last year, with the result that 
the liquidity ratio dropped further, from 31.3 to 29.9 per cent. There seems 
no doubt at all that these large and broadly similar declines in deposits and 
liquid assets were largely due to the attraction that present high rates for 
Treasury bills have for holders of large liquid balances, causing a withdrawal 
of deposits for direct employment in bills. This explains how it has been 
possible for the Government’s domestic deficit (which in the period most 
nearly comparable to the banking figures probably amounted to about £70 
millions, after allowing for a reflux of currency) to be financed without causing 
an expansion of bank deposits. In effect the Treasury has been financing 
itself by selling bills to the public instead of through the banking system, and 
this “ outside ’’ finance has evidently been very substantial. 

[he resultant tightening of liquidity led to further sales of investments by 
the banks, but had no traceable effect upon the growth of advances in the 
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aggregate. These rose by a further {244 millions, or by much less than their 
record rise during the previous month but by £5 millions more than in the 
similar period last year. The Westminster’s advances, however, fell by {9 
millions (and, even so, the liquidity ratio dropped further to 29.7 per cent.), 
Lloyds Bank, which was the month’s most notable seller of investments (to 
the extent of {12} millions), showed a rise of only {1 million in its advances, 
and thus succeeded in fractionally improving its liquidity ratio. At the other 
extreme, the National Provincial, Barclays and the Midland, none of which 
—at least up to mid-March—has reduced investments since the squeeze 
started, lent between them an additional £33 millions. As will be seen from 
the detailed analysis in our usual table on page 322, Barclays’ liquidity ratio 
dropped to 28.8 per cent. and Martins’ to only 28.5 per cent. 


THE principal beneficiaries of the rise in the nation’s real income last year 
were wage and salary earners. That is the striking evidence of the preliminary 
official estimates of national income and expenditure. Total 

Personal personal incomes rose by 6 per cent., or by around 4 per 
Incomes and cent. in real terms; wages and salaries rose at current prices 
Saving by 7% per cent. (against 54 per cent. in 1953); whilst rents, 
dividends and interest paid to persons were up by only 

4 per cent. (against the increase of 84 per cent. in 1953). That is a con- 
siderably smaller expansion than might have been surmised from the rise in 


NATIONAL INCOME, 1950-54 


(£ millions) 


1950 1951 1952 1953 1054 
W ages.. i Be - 7 4,580 5,080 5,405 5,730 ~~ 
Salaries : 2,290 2,575 2,755 2,890 ee 
Forces’ pay .. ms ‘és 4 230 287 320 331 335 
Employers’ contributions to national 
insurance, etc. ~ = na 443 479 526 570 600 
Professional persons.. Re a 235 235 242 252 272 
Farmers — - es = - 339 305 404 406 378 
Other unincorporated businesses .. SIO SOI 879 932 1,020 
Rents, dividends and interest “ 1,267 1,325 1,349 1,462 1,521 
National insurance benefits, etc., 
paid bal 7 bi ga 755 785 908 1,001 1,017 
Total personal income .. a 10,949 11,992 12,788 13,580 14,408 
Taxes, employees’ contributions and 
remittances abroad et “ 1,532 1,730 1,638 1,014 1,707 
Total disposable income _.. ae 9,417 10,2560 11,150 11,960 12,011 
Personal saving a ve i 132 273 690 gio g09 
Personal saving as proportion of dis- 
posable income is - - 1.7 2.6 6.2 7 7.2 


dividends and interest paid by companies (officially estimated at 10 per cent., 
against an increase of 11} per cent. in 1953); the discrepancy is accounted for 
partly by the marked increase last year in interest, profits and dividends paid 
to overseas residents. 

The national income statisticians estimate, somewhat surprisingly, that 
the whole of the increase in personal income was devoted to higher con- 
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sumption—and that the residual in their calculations, personal saving, 
remained virtually unchanged (at £909 millions against {g10 millions in 1953). 
The dramatic upward trend in the proportion of personal saving to total 
disposable income of the past few years is thus shown as having been checked, 
at just over 7 per cent., although bigger sums have been flowing into the 
visible repositories of such savings. Saving through the National Savings 
Movement reached {32.7 millions (against net withdrawals of £58.7 millions 
in 1953), whilst in the fiscal year to end-March the improvement was still greater 
—from net dis-saving of £63.4 millions in 1953-54 to a positive balance of 
f60.4 millions. The considerably larger volume of saving through the building 
societies and the life offices also quickened appreciably in 1954. The official 
estimates are, of course, highly vulnerable to revision; but they may reflect 
some falling off in saving (or increase in dis-saving) through unidentified 
channels. It is saving through this unknown category that appears to be most 
vulnerable to fluctuation; the lapse of total personal saving in the early post- 
war years has, it will be recalled, been found explicable only by quite extra- 
ordinarily large dis-saving through forms that defy even the intelligent guess. * 


THE new trade and payments agreement with Argentina inevitably takes a 
verv different form from those of earlier post-war years. Now that trade in 
commodities such as meat and grains has been restored to 

Flexible private hands the United Kingdom can no longer undertake, 

Agreement as it did in the last agreement signed in 1949, to import from 
with Argentina definite quantities of specific goods. The two 
Argentina Governments have accordingly agreed merely to “ use their 
best endeavours ’’ to facilitate trade in accordance with the 
agreed estimates. These envisage exchanges to the value of around {£85 
millions in each direction in the year to June 30, 1956. If Argentina can 
supp! at competitive prices, its exports of meat are expected to reach around 
{35 millions, and its exports of grain around £20 millions. And if Argentina 
can find sufficient sterling, Britain is expected to supply petroleum products 
to the value of £34 millions. Argentina expects to spend some £164 millions on 
imports of raw materials from the rest of the sterling area. 

A welcome feature of the agreement is that the Argentine Government has 
agreed at long last to resume, albeit ‘‘ exceptionally and on a limited scale ”’, 
financial remittances to sterling area residents. It is expected that around 
{1} millions of the outstanding arrears of some {£7 millions will be released in 
the year to next June; the Treasury has stated that the arrears will be dealt 
with in chronological order. Argentina has also agreed to pay the coupons on 
the Province of Buenos Aires 44 per cent. loan of 1910. 

The payments arrangements between the United Kingdom and Argentina 
are to remain unchanged. Should Argentina’s sterling balance exceed {£20 
millions it is again granted the facility of converting any such excess into 
dollars. On the other side, it is again entitled to draw up to £20 millions in 
credit to meet its sterling commitments; Argentina has previously had no need 
to exercise this right, but its present shortage of sterling may force it to 
do so in the coming year. But the United Kingdom has rightly declined to 
make further credit facilities available. The existing facilities, including those 
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see “How Have Personal Savings Risen?’’ in the December, 1954, issue of THE BANKER 
or discussion of the analysis by Mr. C. T. Saunders. 
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offered by the Export Credits Guarantee Department, are stated to be adequate 
to finance U.K. exports of capital goods up to the value of £25 millions. 


THE charter of the International Finance Corporation is now ready for 
acceptance by its prospective members—the 56 member Governments of the 
International Bank for Reconstruction and Development. 
Complementing The corporation, which will be affiliated to the World 
the World Bank but will operate as a separate entity, is designed 
Bank essentially to stimulate private investment in_ under- 
developed areas. Its charter permits it far wider scope 
in this field than is enjoyed by the World Bank. In the first place the cor- 
poration will be empowered to make loans to private undertakings without 
securing a governmental guarantee; and secondly, it will not be restricted, as 
is its parent institution, to making loans at fixed-interest only. The I.F.C. 
will be permitted to take up securities carrying the right to participation in 
profits, and convertible into equity stock on re-sale; in that way it will provide 
venture capital without itself assuming responsibilities of control. The cor- 
poration is, of course, intended to supplement rather than to replace private 
investment funds. An integral function will be to smooth the way for increased 
loans by private investors. That it hopes to do primarily by bringing together 
investment opportunities, lenders and experienced management, and only as a 
‘““Jast resort ’’ by putting up finance of its own. 

The resources of the I.F.C. will be drawn primarily from its original capital 
—authorized up to a total of $100 millions, payable by member Governments 
fully in gold or dollars in proportion to their subscriptions to the capital of the 
World Bank (involving $35.2 millions for the United States and $14.4 millions 
for Britain). The corporation will come into being when at least thirty 
Governments have subscribed at least $75 millions. It is unlikely in the first 
few years to exercise its right to raise additional capital in the markets; it 
intends to revolve its funds by selling its investments to private investors. 
The corporation will not be permitted to borrow from the World Bank. It 
will have its own president, but its board of directors will consist of executive 
directors of the World Bank, and the chairman will be the Bank's vigorous 
president, Mr. Eugene Black. 


THE Government has now announced the personnel of the committee on the 
endorsement of cheques. Mr. A. A. Mocatta, Q.C., has been appointed chair- 
man; his fellow members are Lord Chorley, Mr. A. H. Ensor, 
Enquiry Mr. E. J. Partridge and Mr. W. K. M. Slimmings. The 
into terms of reference of the committee are as follows :—“ To 
Endorsements consider (a) whether, and if so in what circumstances and 
to what extent, it is desirable to reduce the need for the 
endorsement of order cheques and similar instruments received for collection 
by a bank, (0) what, if any, amendment of the Bills of Exchange Act, 1882, oF 
other statutory provision should be made for this purpose; and to report.” 
It will be recalled that the appointment of the committee followed the with- 
drawal by Mr. Graham Page, M.P., of his private bill to abolish the need for 
endorsement. The bill, and alternative proposals, were discussed in detail 
in THE BANKER last December. 
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Mr. Butler’s Act of Faith 


budget-making last month, but even odder ones were seen in the reactions 

to it, and especially in the efforts of the Opposition to score off it electorally. 
After this interchange, it is the optimism of the Chancellor’s economics rather 
than the subtlety of his politics that most deserves examination. But a 
word should be said first about the politics. 

Any budget introduced on the very eve of a general election must run the 
gauntlet of exceptionally severe political scrutiny ; and Mr. Butler, by budgeting 
more optimistically this time than in any of his previous budgets, was seem- 
ingly exposing his flank. Within two months of the increase in Bank rate 
for the purpose of restraining the undue growth of domestic demand, he was 
proposing tax reliefs that will cost £134 millions this year and £1553 millions 
next year. In this contrast a gleeful Opposition thought it saw its oppor- 
tunity, and promptly charged the Chancellor with a blatant attempt at vote- 
catching. But it then ran this argument in incongruous double-harness with 
a contention that all the Chancellor’s reliefs (well, nearly all) would accrue to 
Tory voters only. The {£29 millions given by increased personal and child 
allowances was welcome, and there might even be some Labour beneficiaries 
among the 2,400,000 persons that this budget would exclude from income-tax 
altogether. The cut of 6d. in the standard rate, however, was portrayed as 
unpardonable class-budgeting—the more so as the sub-standard rates for low 
income “‘bands’’ had been cut by only 3d., while the amount of income 
ranking for these rates had itself been reduced. Labour spokesmen seemed 
even more convinced than the Chancellor himself of the need to restrain 
demand: yet they-still were shocked that nothing had been done for the 
working man’s beer or tobacco. Such a budget, Mr. Gaitskell confidently 
predicted, would keep the Stock Exchange boom going. But the Stock 
Exchange, led by a slumping gilt-edged market, produced a paradox of its 
own. It was more frightened by the Chancellor’s optimism than cheered by 
his largesse. 

The net effect of these contradictions, it will be seen, is clearly to exonerate 
Mr. Butler from the major charge, while leaving him still facing two minor 
ones. He has not produced the kind of budget that Labour spokesmen 
think that Labour voters (or marginal ones ?) would most like to see. On the 
contrary, as the accompanying table and tabular summary plainly show, he 
has produced a characteristically Tory budget; and he has had to draw upon 
his optimism in order to do so. These two qualities provide the key to this 
budget, in terms of economics as well as politics. Obviously Mr. Butler hopes 
to sway the electorate by his budgeting, but he puts his trust in practical 
demonstration of the economic and social philosophy for which he stands. 

The central belief in this context is that Britain cannot achieve its 
maximum standard of living unless its economy becomes progressively freer; 
and, now that the physical controls have been so largely dismantled, the 
biggest threats to its freedom and expansion are those of excessive taxation 
and inadequate incentives. It was this approach, unquestionably, that led 


Spots odd contradictions lurked within the arguments of Mr. Butler’s 
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Mr. Butler to focus on the standard rate. A reduction here assumed symbolic 
significance—as a gesture of hope that to him seemed incomparably more 
worthwhile this year than nicely-balanced adjustments such as those suggested 
by the Royal Commission (especially as such adjustments would have been 
hard to compress into this year’s time-table). If this gesture involved risk, 
that in itself might even have some appeal, by demonstrating the other side 
of the philosophy of the freer economy—its readiness to rely upon the 
discipline that can be imposed by flexible monetary policy. 

Judged in this way, Mr. Butler’s electoral budget was certainly a budget 
of principle, and it may have a wider appeal than its Labour critics profess 
to believe. But, however well-intentioned the Chancellor’s principles, his 
proposals still have to face the test of economic analysis. On this plane, his 
arguments were much more open to question. There is no need to recall here 
how the strains on Britain’s economy have mounted in these past nine months. 
The white papers that preceded the budget, which are fully discussed in a 
subsequent article, had done little more than supply detail for a story that 
was already familiar, The budget speech drew attention, as it was bound 
to do, to Britain’s swing from external surplus to external deficit between 
the first and second halves of last year, to the deterioration of the terms of 
trade that still casts a dark shadow ahead, and to the poor performance of 
visible trade in the first quarter of this year. The Chancellor did not underline 
the fact of the relapse into deficit, but he went out of his way to reaffirm the 
need for a surplus, demonstrating once again the paramount need for an 
increase In exports. 

After this unexceptionable analysis, he might have been expected to 
estimate how far his policies would achieve the objective—at least by closing 
the deficit, if not restoring a surplus. But this he did not do. He focused 
instead upon the virtues of the “measures of February 24 ’’—rejecting, 
incidentally, THE BANKER’s suggestion that the new policy for sterling might 
imply a departure from the “ collective approach ’’. By these measures “ the 
situation has been brought under control”. Import controls and other restric- 
tions upon consumer choice had been unhesitatingly rejected: 


We do not believe in a policy of this kind. It is only by looking forward 
and outward, by expansion, by liberating the human spirit to give and do of 
its best, that our island people can survive. This is the road we prefer—an 
adjustment of fiscal and monetary policy which, without cramping or dis- 
torting the natural vigour of the economy, maintains the disciplines which 
are essential to an expanding community. 


This reaffirmation of faith in the free system, despite the strains that have 
now to be borne, is indeed welcome. But Mr. Butler admitted that the higher 
Bank rate—plus the inharmonious direct restraints upon hire purchase, in 
which he evidently puts a good deal of trust—would take some time to exert 
full effect on the balance of payments, and that we cannot be satisfied yet. 
Nowhere did he say that these restraints alone would suffice to restore equl- 
librium. And although his budget proposals were set in a framework of 
estimates of available real resources, no such estimates were given either for 
the balance of payments or for the likely effects of present monetary policy. 
This lack of candour is regrettable. It has opened the door to alarmist 
predictions, many of them politically inspired, of a critical situation in the 
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summer or autumn. And it leaves one vital question without any answer at 
all. The economy now is even more obviously at full stretch than it was 
twelve months ago; the latest figures show unemployment at 73,000 less, 
overtime working at 12 per cent. more, and unfilled vacancies at 29 per cent. 
more. And whereas twelve months ago the balance of payments was still in 
substantial surplus, now it is in small deficit and in danger of a bigger one. 
If a no-change budget was necessary then, why is a budget of tax reliefs 
desirable and safe now? The policy that was right then has become a 
“timid ’’ one “‘ which might prevent us from achieving the full increase in 
production of which we are capable ’’. It is necessary to give incentives, to 
liberate the human spirit.... But if these psychological arguments are right, 
as indeed they must be on a long view, surely they could have been urged 
with even greater assurance last year? The only explanation seems to be 


THE TAX CHANGES AND THEIR COST 


Estimate for Estimate for 
1955-50 full year 
Income Tax £ 


Reduction of 6d. in standard rate, to 8s. 6d., and of 3d. 

in each of reduced rates (to 6s. 9d., 4s. 9d., and 

2s. 3d.).. =" - on “% an i — 102,000,000 — 116,000,000 
Increase in single allowance from {£120 to £140 and in 

married allowance from {210 to £240 and reduction 

of band of income taxable at lowest rate from 

{100 to {60 __... oa *- a e. eo. — 14,000,000 —- 17,000,000 
Increase in child allowance from £85 to {100 .. o — 15,000,000 — 18,000,000 
Increase in limit of small incomes granted ‘‘earned in- 

come ”’ relief (even though unearned) from {250 to 

£300 for full relief, and from £350 to £400 for marginal 








relief .. “a es o% “« ws a Negligible - 7 50,000 
Increase in income limits for dependent relative allow- 
ance from £85 to £105 a“ ‘i ‘a ae ~ 200,000 — 250,000 
Removal of earnings limit for apprentices, etc., other- 
wise qualifying for child allowance .. - - - 400,000 - 500,000 
Purchase Tax -_ ee ee ee ee ee a —— y 250,000 << 3,000,000 
Total ee ee ee ee ee _— 133,850,000 — 155,500,000 


that Mr. Butler’s own spirit, his own buoyant philosophy, could not stand 
no-change budgeting for two years running. 

This budget is thus seen to be a simple act of faith; and had the Chancellor 
summoned the additional courage to present it solely in this light he would 
have been saved from contradictions of economic argument. Instead, he 
tried to justify his proposals by the modern technique of analysis. To do 
this he needed to show that, after allowing for the effects of his tax reliefs, 
prospective demands upon the nation’s resources would leave a sufficient 
margin to permit a big enough increase in exports at least to avoid a deficit. 
But all that he did show was that, on optimistic assumptions, there would be 
some margin for additional exports before taking account of the reliefs. 

The Government’s “‘ above-line ’’ expenditure is put at {257 millions more 
than was spent last year; but, in real terms, Government demands for goods 
and services are expected to be “ about the same”’ as last year. Housing 
outlays should rise less fast than they did then, but fixed investment by 
nationalized industries should maintain its rate of growth and that in manu- 
facturing industry should show a “ real increase ” despite the higher interest 
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BUDGET ESTIMATES AND EXCHEQUER OUT-TURN 
(£ millions) 
ABOVE THE LINE 
1954-55 1955-56 1954-55 1955-56 
Out-turn Estimates Out-turn Estimates 
Revenue Before After Expenditure Before | After 
Budget | Budget Budget | Budget 
Income Tax 1,893 2,009 1,877 Interest on Debt. . 570 600 600 
Surtax .. 135 136 136 Sinking Funds 36 36 36 
Death Duties 188 185 185 Northern Ireland. . 50 53 53 
Stamps . 75 74 74 Miscellaneous 8) 10 10 
Profits Tax and Excess cuveneusiyiiailel 
Profits Tax .. ‘i 173 180 180 TOTAL CONSOLIDATED 
Excess Profits Levy ; 77 25 25 FUND SERVICES 665 699 699 
Other Inland Revenue —ectensinay 
Duties . a ae 1 1 1 
Supply: Defence .. 1,497 1,537 1,537 
TOTAL INLAND REVENUE 2,541 2,610 2,478 Defence Aid 61 43 43 
ns fence net 1,436 1,494 1,494 
Customs and Excise 1,872 1,930 1,928 Civil a 2. 158 2,315 315 
Motor Duties 79 80 80 Tax Collection .. 46 54 54 
TOTAL TAX REVENUE 4,492 4,620 4.486 TOTAL SUPPLY. 3,640 3,863 53,863 
Post Office (Net Receipt) 5 — — 
Broadcast Licences a 22 25 25 Total Expenditure 4,305 4,562 4,562 
Sundry Loans 23 24 24 
Miscellaneous 196 175 175 Surplus 433 282 148 
Total Revenue 4,738 4,844 4,710 
| 
4,738 4,844 4,710 4,738 4,844 | 4,710 
| 
BELOW THE LINE* 
Receipts Payments 
Interest outside Budget | 104 120 120 Interest outside Budget. . 104 120 | 120) 
Export Guarantees— Export Guarantees : 3 6 | 6 
Repayments .. -_ 2 2 2 Post-war Credits . 24 19 19 
Housing nee from Excess Profits Tax Refunds 6 3 5) 
Votes .a 24 7 7 War Damage ' 30 24 24 
Local Authorities— Scottish Special Housing» 6 8 8 
Repayments .. 25 34 34 Armed Forces—Housing l 7 7 
Post Office Capital Re- - Loans to Local Authorities 353 320 320 
payments from Votes — 1 ] Loans to Northern Ireland 
Raw Cotton Commission: Exchequer ca a 1 — —_ 
Net Repayments 25 12 12 Loans for New ‘Towns 
Coal Nationalization— Development .. 30 36 36 
Repayments .. 8 iw) 4) Post Office Capital Ex- < 
Film Corporation— penditure 45 72 2 
Repayments .. 1 | — -—- Loans to Film ¢ ‘orporation l — —_ 
Overseas Resources— Loans to Independent 
Repayments .. eo — — Television Authority .. —- | l 
Town and Country Plan- Loans for Development orf 
ning Acts— Inventions a ] 
Repayments .. i -— 5 D Town and Country Plan- 
Anglo-Turkish Arma- ning Acts— 7 2 
ments Credit— | Compensation Payments 8 o@ 4 
Repayments . 1 | I l Coal Nationalization— : : 
Other Repayments — | l l Working Capital, etc. 75 95 90 
Overseas Resources— i 
Colonial Development 5 7 ‘ 
Total Receipts 191 192 192 Total Payments 692 776 776 
Net Sum borrowed or 
met from Surplus... 501 584 584 
692 776 776 692 776 776 
Total Receipts 4,929 5,036 4,902 Total Payments 4,997 5,338 5,338 


























* Items below the line are:— 
Receipts applicable by statute to debt interest which would otherwise be paid out of revenue. 

2. Keceipts applicable to debt redemption. 

3. Payments for which the Treasury has power to borrow. 
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rates (on this last point the Chancellor virtually echoed THE BANKER’s argu- 
ment of last month in its reply to the gloomy predictions of Dr. Balogh). 
On balance, fixed investment was expected to increase by “ at least the same 
amount as last year ’’—and its rise then was estimated in the Economic 
Survey at £125 millions (at 1953 “‘ factor cost ’’), as the table on page 271 
shows. The present rate of stock-building, Mr. Butler assumed, “ should be 
at least enough to meet the needs of expanding production ” and, given the 
monetary restraints, should not absorb a bigger slice of additional resources 
than it did last year—when it took £50 millions, the actual rate of growth in 
stocks rising from £125 millions in 1953 to £175 millions in 1954. 

These estimates looked reasonable; but then came the first of the really 
optimistic assumptions. Personal consumption, Mr. Butler thought, would 
not rise as rapidly as it did last year (by £390 millions at 1953 factor cost), 
despite the recent “ substantial ’’ increases in wages. If consumption’s share 
were to be put at £350 millions, these estimates as a whole would imply an 
addition of, say, £525-550 millions to aggregate home demand, still valued 
at 1953 factor cost. This deduced estimate roughly squares with the 
Chancellor's further guess that home demand might rise by “ appreciably 
less ’’ than it has done in the past two years, provided that the guess is related 
to the average of those years—for the 1954 increase was £525 millions and the 
1953 increase (at 1952 factor cost) was £845 millions. But, even though the 
rise in home demand was thus put at less than many private estimators might 
guess, production had to be estimated optimistically in order to show any 
margin at all. Last year, on the same basis of valuation, total output rose 
by £625 millions; and the Chancellor thought the scope for further expansion 
to be “at least as great as it has been in the past, if not greater’’. Last 
year's rise was admittedly larger than had been expected, but much of it 
came from an unexpectedly big increase in the labour force—by far the biggest 
one since the phase of demobilization—from the further decline in unem- 
ployment and the increase in overtime working. No such large gains in 
manpower can be counted upon this year, so that the Chancellor’s optimism 
has to rest upon the assumption that the completion of past investment 
projects will yield an exceptional increment of productivity (equal last year 
to 25 per cent. in output per man-year). 

Unfortunately, Mr. Butler did not press his quantitative analysis to its 
conclusion. He did not say how large a margin he thought there might be, 
or how large a one was needed; nor did he try to guess whether the resources 
he expects to be available will in fact flow into exports, or whether the 
hoped-for rise in export volume is likely to match the rise in import volume 
(not to mention the rise in import prices). It is not clear, therefore, whether 
the Chancellor expects the balance of payments to be restored to equilibrium 
or to remain in deficit. He believes that world markets will offer “ sub- 
stantial opportunities ’’ for increased exports, but in view of the intensity of 
home demand and the wage pressure, it must remain very questionable 
whether manufacturers will in fact seize these opportunities sufficiently. 

Some of these uncertainties were obviously troubling the Chancellor. He 
not only made it plain that there was no scope for any tax reliefs that would 
directly boost consumption (except the small relief in purchase tax to aid the 
cotton industry) but obviously hoped that his income-tax reliefs would not 
do so significantly: he trusted ‘“‘ those who benefit to save rather than spend 
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as large a proportion as possible’. The direct impact on consumption may 
not, indeed, be very large. Of the £102 millions relinquished this year by the 
cut in tax rates, fully £40 millions will accrue to companies, and in the short 
run at least most of this will be saved. And of the {£90 millions of total 
reliefs in personal taxation part will be saved and part may be mopped up 
by rising prices (until the next round of wage increases). It is fair to 
emphasize, as several commentators have done, that the net direct addition 
to spending may be only a tiny fraction of total spending. But this 
leaves out of account the psychological factor. There is no good reason for 
supposing that this will operate less strongly upon consumption and invest- 
ment than upon output and saving—unless other restraints are keenly felt. 

This does not mean that the Chancellor’s act of faith was a reckless one 
—though his case would have been stronger had his reliefs been pinned more 
directly to incentive, perhaps through the earned-income allowance, than to 
the standard rate. But it does mean that a heavy responsibility has been 
flung upon monetary policy, as the City has been quick to see. Mr. Butler 
presumably hopes that the high imports of recent months have been abnormally 
swollen by re-stocking demands. But if stocks, and therefore imports, are 
to be kept down, and if home demand is to be sufficiently restrained to afford 
both room and incentive for an expansion of exports, a taut monetary policy 
may have to be long sustained. It would be wrong to suppose that this 
necessarily means a still higher Bank rate; the authorities would almost 
certainly regard that as a “ crisis’ rate, and would want to reserve it for an 
emergency. But the 44 per cent. rate will need to be kept fully effective, in 
the sense that it exerts a clear pressure upon bank lending. 

The focus of policy has to be upon bank liquidity ratios rather than upon 
short-term rates as such. By an odd paradox, the very nigidity of the banks’ 
deposit allowances is at present forging a link between the two blades of 
policy, and is enabling the authorities to exert through the short-term market 
pressures upon liquidity that would otherwise have to be contrived by action 
through the gilt-edged market as well. The most compelling force at present 
is the seepage from bank deposits into bills; so long as that continues, a 
sufficient pressure may be kept upon liquidity ratios by mere continuance of 
present official tactics in keeping bill rates firm. And already there are signs 
that the consequential adjustments of policy by the clearing banks have 
spread beyond the effort to sell gilt-edged. The grip upon advances is 
tightening. 

At this stage it is impossible to predict whether the present degree of 
pressure, which only now is coming to the point at which it really bites upon 
demand, will be enough, or how long it will have to be sustained. From 
now onwards, the trend of the trade returns and terms of trade, and the 
general “‘ feel’ of domestic demand, may be even more significant indicators 
than the movement of the gold reserves and of sterling. But if the monetary 
authorities keep as determined as they now seem, and if they match their 
tactics faithfully to these pointers, no dire autumn crisis should overtake Mr. 
Butler’s act of faith—even though the autumn still finds Britain in external 
deficit. The gesture having once been made, whether rightly or not, it 1s 
important that it should not later appear as recklessness. A good Chancellor 
has to be cautious, but not timid. To encourage timidity in Mr. Butler and 
his successors would be to perpetuate Britain’s excessive tax burden. 
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America’s Recovery Now 


one of its most ebullient moods. Wall Street has broken into the highest 

ground ever reached, with the industrial index ranging up to 1430. 
Steel production, which a few months ago was dragging in the doldrums of 
60 per cent. or so of capacity, has climbed to within a few points of 100 per 
cent. Never before have so many new cars rolled off the production lines, 
the incredible output for March being at the rate of about 10 million a year; 
the industrial production index is rapidly regaining the high-water mark of 
32 per cent. above 1948 that was reached in the summer of 1953. Consumer 
credit, at $136 billions, has just broken all previous records and is still rising 
fast. These figures betoken a tremendous performance, particularly when 
viewed in the hight of the doubts of 1954. It is a performance that must draw 
the plaudits of the free world; but such unrestrained buoyancy must also 
awaken some questioning of the normality of the temperature of this 
economic giant. 

There are undoubtedly some danger spots in the extraordinarily rapid 
pick-up from the recession of 1953-54. That setback has rightly been analysed 
and described as an “ inventory recession ’’, a period of rather more than 
twelve months during which the United States economy tended to live on the 
excessive stocks accumulated during the post-Korean boom. Now, however, 
there is evidence that the pendulum is moving swiftly in the other direction. 
That is notably true of the motor-car industry, which holds a particularly 
influential position in the American economy by reason of the number of 
people it employs, the relative importance of its output to the country’s gross 
national product, and the fact that it consumes almost one-quarter of all the 
steel produced in the United States. The 1955 models have gone “ with a 
bang’ and in the early months of this year car sales have beaten all records; 
but production is still running way beyond these sales. As a result stocks of 
new cars are lining up, even jamming up, in dealers’ showrooms. 


An tins dynamic and volatile economy has recently been exhibiting 


‘ 


ANTICIPATING AN AUTUMN SLACKENING ? 

There is every indication of conscious policy about these developments. 
They are the harbinger of labour troubles, which are beginning to cloud over 
the motor-car industry in the United States. Those troubles are expected to 
be the first concrete results of that recent momentous event in American 
labour organization, the merging of the American Federation of Labour and 
the Congress of ‘Industrial Organizations. The most important of the former 
C.1.0. unions, the Union of Auto Workers, is making a formal demand for a 
guaranteed annual rate wage—the first such demand to have been made in 
American industry. The union wants motor manufacturers to agree to one 
of two things: either to pay workers for 52 weeks of work a year or to make 
up to their full pay the unemployment benefit they receive during lay-off 
periods. This right is being claimed for all workers with two or more years 
of service. The U.A.W. contracts with the two largest motor manufacturers, 
General Motors and Fords, expire on May 29 and June 1 next, and one of 
these two corporations is to be chosen battle ground for this wages battle— 
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a battle that is likely to be of momentous importance because, whichever way 
it is settled, it will tend to set the pattern for future wage arrangements in 
American industry. It seems more than probable that it is in preparation 
for this ordeal that the American motor-car manufacturers have recently 
allowed production to rip at full capacity and well in excess of the expected 
sales of new cars in the current year, which can hardly exceed 64 million units, 

This particular aspect of the industrial situation in the United States may 
carry some measure of reassurance for the United Kingdom and for other 
European countries. It suggests that the trend of earnings in the United 
States will this year make another steep upward move, and to that extent it 
may put a slightly more reassuring gloss on the inflationary developments 
that are taking place on this side of the Atlantic and may seem to make them 
a shade more supportable. This, however, may prove to be a highly deceptive 
reassurance, if only because recent experience in the United States shows how 
rapidly the improvement in productivity in that country constantly neutralizes 
the effect of higher wage rates on costs of production. 

Meanwhile—that is, until the wage demands materialize—the prospect is 
less sure. If the present high level of industrial production is in some respects 
a reflection of restocking in anticipation of labour troubles, and if those troubles 
arise, there will clearly be a risk that the second half of 1955 may see a con- 
siderable slackening of activity in and around the motor-car industry. But, 
though the risk may be present in any case, it cannot be determined solely 
from the prospects for a single industry, however important. To guess the 
trend requires a more general appreciation of the past two years’ experience 
of recession and recovery. All the accumulating evidence goes to confirm the 
fact that the setback in industrial production, which touched its nadir in the 
late summer of last year, was the combined result of a reduction in inventories 
and of the decline in Federal Government expenditure. During the whole of 
this period, however, consumer demand remained high. It was maintained 
by tax cuts that became operative in the course of 1954 and will cause the 
cash deficit in the U.S. budget to exceed $2 billions in the current financial 
year. The usual “ built-in stabilizers ’’, such as unemployment insurance pay, 
tax refunds and the considerable spending needs and plans for state and local 
authorities, came into play and not only reinforced consumer demand but 
exerted a sustaining influence on capital expenditures. 

The resistance of the American economy to the seeds of cumulative recession 
that were undoubtedly present in it must also be attributed in part to the 
easy money policy pursued by the Federal banking authorities during the 
year. According to the latest annual report of the Federal Reserve Bank of 
New York, the most readily visible effect of the easy money policy pursued 
throughout 1954 was its contribution to the financing of construction, par- 
ticularly to the mortgage financing of home building, which was further stimu- 
lated by the easing of mortgage terms. Consumption was also sustained and 
encouraged by easier terms for consumer credit. Underlying the strength of 
the capital markets and the increased facilities for consumer financing was the 
ample availability of bank reserves, which throughout the year exerted 
pressure on the commercial banks to seek new outlets for their excess funds. 
Total bank credit expanded more rapidly in 1954 than in any previous year 
since the end of the war—despite repayments of business loans as a result of 
inventory liquidation. But other types of loans increased and there was 4 
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large increase in bank investments, which either financed public and private 
expenditure directly or provided funds for investment by others. Commenting 
on this situation the Federal Reserve Bank of New York states that ‘“‘ the 
general situation at the year-end seemed to justify taking up some of the 
slack in the banks’ reserve positions. The banking system continued to be 
provided with ample funds to enable it to meet all real needs for credit, but 
it appeared inadvisable to maintain such a degree of ease in the money market 
as might encourage speculative uses of credit which could have disturbing 
effects on the economy ’’. In the view of the authorities, therefore, the need 
for rather more caution became manifest even towards the end of 1954.* 


‘FED’ APPLIES THE BRAKE 


This need for caution became more apparent in the early months of 1955, 
particularly in view of the boom in Wall Street that paradoxically greeted the 
Democratic victory in the mid-term Congressional elections. This concern 
was reflected not only in a trend towards higher money rates but also in 
certain steps taken in the direction of qualitative control of credit. The quali- 
tative control mainly took the form of an increase in margin requirements for 
loans against stock exchange securities. At the same time, the authorities 
tolerated the trend towards higher interest rates and then confirmed it in the 
middle of last month by modest increases in rediscount rates from 14 to 1? 
per cent.—a move initiated in Kansas City and soon followed by other Federal 
Reserve banks, including that of New York. A week later, moreover, the 
Federal Reserve Board made a second increase in the margin on stock market 
credit--from 60 to 70 per cent., still below the level of 75 per cent. from which 
it was reduced in February, 1953. 

The factors in the sudden recovery that set in during the second half of 
1954 are mainly to be found in the rugged resistance of the domestic market 
to the forces of recession. That unpredictable element of confidence in the 
future has not been shaken, so that the damage that could easily have been 
wrought on the American economy has been avoided. The nature of the 
threat was well explained by Mr. Humphrey, Secretary of the Treasury, in his 
recent evidence before the Senate Committee on Banking and Currency. He 
was warning the committee against the damage that might be done by the 
many suggestions that had been put before it for various restrictive actions 
that the Government might instigate to control excessive price fluctuations 
on Wall Street. He pointed out that “most American families are in a 
position to-day to buy more than the bare necessities of life. When they 
have confidence they buy things that they do not absolutely need. If they 
lose confidence they postpone or cancel those purchases’”’. He added that 
the feeling of confidence in the future had been strong in recent months, that 
business activity had been expanding, and that “‘ this month [March] may 
well be one of the highest months of activity we have ever had in our history ”’. 
Mr. Humphrey ended his evidence by asserting that the country was in a 
sound economic position from which it could go forward “‘ unless confidence 
is badly injured or destroyed’. There is certainly no sign that either the 
decline in industrial production in the twelve months to July, 1954, or the 





* For a full survey of Federal Reserve policy up to about this date, see ‘‘ America Shows 
the Way,” by Edwin L. Dale, in the March issue of THE BANKER. 
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gloomy disquisition by experts and others before the Senate Committee, has 
led the American consumer into curtailing his expenditure, whether on soft 
goods or durables. 

On the contrary, the trend of consumption has been rising, powerfully 
aided by the further expansion of instalment credit. If mortgage debt on 
homes and farms is included, total instalment credit for ‘“ consumers ”’ in the 
widest sense last month reached the all-time record of $136 billions, and all 
available evidence seemed to suggest that it is still rising fast. By far the 
greater part of this grand total is, of course, represented by mortgage debt, 
which since 1948 has risen from $56 to $114 billions. Instalment credit for 
consumers in the more usual sense totalled $22 billions (including, however, 
$1.6 billions of loans for repairs and modernization), compared with $9 billions 
in 1948. Nearly half this total—actually $10.6 billions—consists of credit 
granted against sales of motor-cars, an appreciably larger proportion than in 
1948. This instalment credit for consumers represents slightly under 9 per 
cent. of American consumers’ disposable personal income. This is, of course, 
a substantially higher proportion than obtains in Britain, where the ratio 
probably does not exceed 34 per cent.; but although it compares with an 
American ratio of 7 per cent. immediately before the war, it is still not regarded 
as dangerous in itself. 

The trend of the total instalment debt does, however, conceal some areas 
of expansion that may give ground for concern. This is true of the motor- 
car instalment credits which have risen by $700 millions since the spring of 
1954, and thus have helped to boost car sales in the early months of this year 
to such record proportions. This expansion has been made possible by a very 
general relaxation of instalment credit terms. Most of the big finance cor- 
porations that operate in this field have extended their terms of repayment 
from 24 to 36 months, and certain finance companies have gone so far as to 
offer “‘no down payment and five years to pay’ as against the traditional 
‘one-third down and 24 months to pay’’. Another soft spot is the recent 
sharp increase in housing credit, particularly in loans granted by the Veterans’ 
Administration and the Federal Housing Administration. Applications for 
credit from these subsidized agencies have recently reached exceptional 
proportions and help to explain the housing boom. There is, however, no 
sign of strain in repayment, no hint of a rise in the defaults on these massive 
obligations. Provided disposable consumer income remains at the present 
figure, there is no reason to assume that the need to maintain repayments on 
this debt will begin to react adversely on the volume of current cash sales. 

One factor that has played a perceptible part in the revival of the American 
economy has been the reassuring resistance shown by the non-dollar world, 
and by Western Europe in particular, to the decline in industrial production 
in the United States in 1953-54. As the recent report of O.E.E.C. abundantly 
showed, Europe’s economy last year was not only proof against contagion 
from the fears of an American recession, but appeared positively to thrive on 
that atmosphere. Its production and trade continued to expand during this 
period, and most countries of Western Europe were able appreciably to relax 
their restrictions against dollar imports. In this way the external demand for 
American products was maintained. At this point it deserves to be noted 
incidentally that by this behaviour Western Europe should have acquired 
some credit marks in the United States, and may be hoping to encash them 
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later this year—in the form of a favourable reception by the U.S. Congress 
of the foreign economic policy proposals that have been put to it by President 
Eisenhower. Unfortunately, by that time some of the credits may have been 
whittled down: the balance of payments difficulties of the sterling area and 
to a less extent of certain countries of Western Europe, notably Scandinavia, 
mav lead to some curtailment of their dollar purchases later this year. 

This possibility adds another grain to the doubts about the rate of America’s 
recovery. But these doubts do no more than suggest that the level of business 
activity may stabilize itself in the latter part of the year. There is no hint 
that the present vigorous recovery is in danger of giving place to a phase 
of appreciable decline in industrial or commercial activity. One of the most 
reassuring factors in the situation is the recent recovery in the capital expendi- 
tures of American business. According to the estimates made jointly by the 
Securities and Exchange Commission and the Department of Commerce, 
capital expenditures are expected to recover in the current quarter, ending 
the steady decline that began in the latter half of 1953. For 1955 as a whole 
purchases of new plant and equipment are scheduled at $27.1 billions, com- 
pared with $26.8 billions in 1954. In the first quarter of this year capital 
outlays by business fell to an annual rate of $26 billions, which was approxi- 
mately 10 per cent. below the peak reached in the third quarter of 1953. 

Another powerful factor of strength in the situation is the persistence of 
the building boom. After a record-breaking winter, the home-building 
industry in the United States is heading into what is normally its biggest 
season, with every prospect of beating still more records. The new housing 
started in the first three months of the year was greater than in the corre- 
sponding period of any previous year. Nearly 10 million new homes have 
been built since the war. In 1954 1,221,000 new housing units were built. 
Many words of warning have been spoken against the “‘ excessively easy 
credit ' that has underpinned this boom, but all the indications so far are 
that 1955 will produce an achievement in this industry at least equal to that 
of 1954. If we add to these indications of continued investment by industry 
and private individuals the fact that the budget will again show a small cash 
deficit for the current year, and also for the fiscal year 1955-56, and that the 
upward trend of wages is likely to be accentuated again this year, it seems 
to be a fairly safe assumption that total demand and gross national product 
in 1955 will compare favourably with the figures for 1954. 


CAUTION—AND CONFIDENCE 


A few months back there were suggestions that this prospect was being 
extravagantly discounted by the behaviour of the security markets. It was 
this that led to the investigations of the Senate Committee on Banking and 
Currency—an ordeal from which Wall Street emerged with commendable 
credit and from which it took off to new peaks. The latest modest checks 
imposed by the monetary authorities, the increase in short money rates and 
m permitted credit margins for stock market operations, are an encouraging 
reminder of their continuing vigilance and flexibility. They also reflect the 
confidence of the authorities that recovery has not lost its momentum; the 
acceleration is being prevented from turning into a disordered and uncon- 
trolled movement. The business trend in the United States certainly deserves 
to be watched with care—but not with apprehension. 
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Economic Consequences of Sir Winston 
By Sir Oscar Hobson 


Economic Consequences of Mr. Churchill ’’. In it he criticized the then 

Chancellor of the Exchequer for returning to the gold standard at the 
old parity. The Chancellor might, he said, if he wanted to restore the gold 
standard have done so by fixing the parity lower than the pre-war figure, or 
he might have waited until our money values were adjusted to the pre-war 
parity. As it was, he was committing himself to force down money wages 
and all money values by about 10 per cent. without any idea of how it was 
to be done. ‘‘ Why’, asked Keynes, “ did he do such a silly thing? ’”’ And 
he proceeded to give his own answer—a threefold one. Partly, he thought, it 
was “because he has no instinctive judgment to prevent him making 
mistakes ’’, partly because, lacking this instinctive judgment, he was deafened 
by the clamorous voices of conventional finance and, most of all, because he 
was misled by his experts. Sir Winston, it would seem, came to accept this 
last stricture as true, for long afterwards he held it against the Bank of 
England that it had tendered him the advice on which he acted; and only 
within a month of his retirement did he, by accepting an invitation to dine 
at the Bank, signify that he had finally buried the hatchet. 

This, however, is no time or place for traversing again well-trodden paths 
of controversy on the subject of the gold standard. Looking back, most of 
those who still believe in stability of international exchanges, which in practice 
still means (despite Keynes’s remarks about “relics of barbarism ’’) a gold 
standard, would probably concede that it would have been better if we had 
swallowed a small amount of national pride and gone back to gold in 1925 
at a slightly lower parity than the old $4.862 to the {. Whether that would 
have saved us from the much greater loss of face—and Europe if not ourselves 
from the real hardship—involved in the abandonment of the gold standard 
six years later, is another matter. 

Nothing, however, is further from my mind than to sit in solemn judg- 
ment on the decision announced by Mr. Churchill in opening his first budget 
on April 28, 1925. But recalling Keynes’s philippic and his not uncharacter- 
istic dictum on “instinctive judgment ”’, it struck me that it might be 
interesting and instructive, on the occasion of Sir Winston's retirement, to 
delve back into his career as an economic, as distinct from a_ political or 
military, statesman and to recall some of its incidents and achievements. 
This task I approach with historical intent rather than in a spirit either ol 
criticism or adulation. 

Mr. Churchill’s first impact on broad economic policy came in 1908 when 
Asquith promoted him from Under-Secretary for the Colonies to be President 
of the Board of Trade in succession to Walter Runciman. Churchill com- 
plained that Runciman had left him nothing to do. Nevertheless, he was 
responsible for two signal reforms that have endured to this day, though they 
are now rarely associated with his name. The first was the Trades Boards 


T Econom years ago Keynes wrote his famous pamphlet entitled ‘ The 
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Act, which established for the weaker industries, in which labour was ill- 
organized, boards with power to determine minimum wage rates and maximum 
hours of woik. The second was the carrying into effect of the Webbs’ idea 
of Labour Exchanges—a device that over the years has probably done more 
to reduce unemployment than all the protective duties, subsidies and infla- 
tionary dodges so enamoured of the politicians put together. 

Mr. Churchill was at the Board of Trade for only two years, for he passed on 
thence in 1910 to the Home Office, the Admiralty and, subsequently, to the front 
line in France. His next economic job was at the Ministry of Munitions in 
1917. There Lloyd George and Edwin Montagu had performed tremendous 
feats of organization but had left it to Mr. Churchill to do almost as big a 
one of consolidation and concentration. On becoming Minister of Munitions, 
moreover, he was faced with a labour situation of peculiar difficulty—though 
one, it may be said, that has since become, and still is to-day, unpleasantly 
familiar. The manpower problem of World War I was reaching its climax. 
The demands of the forces had produced an acute scarcity of skilled workers 
in the munitions industries. The new Minister sought to meet it (1) by 
urging men to enrol as War Munitions Volunteers, so creating a mobile pool of 
skilled labour, and (2) by rationing skilled labour to firms. The first measure, 
backed as it was by the “* Work or Fight ”’ threat of conscription, was successful. 
The second ran into bad trouble, leading to serious unrest among the workers. 
The skilled craftsmen, toolmakers and fitters now found themselves working 
on time rates as instructors and supervisors and earning less money than 
unskilled and semi-skilled workers operating the machines. This led, as a 
natural result, to skilled men seeking to join the ranks of the less skilled. 

The Ministry proposed to meet this by paying a bonus of 123 per cent. 
to all skilled men on time work in the engineering trades. This was approved 
by the War Cabinet, but immediately led to discontent among the less skilled 
workers, who demanded an extension of the grant to them. This Lord Milner 
and Mr. Barnes, to whom the matter had been remitted by the War Cabinet, 
conceded and the 124 per cent. advance was extended to semi-skilled and 
unskilled time-workers in the engineering, foundry and boilermaking trades, 
and to all time-workers, whether skilled or unskilled, in the shipbuilding 
industry. Later the concession was further extended to the iron and steel, 
electrical and building trades, and on March 15, 1918, Mr. Churchill estimated 
the total cost of the bonus to be between £30 millions and £40 millions. 

But that was not the end. The improvement in the time-workers’ pay at 
once led to counter-agitation among the piece-workers. In some areas piece- 
workers’ rates were, admittedly, too low and Mr. Churchill urged that these 
should be adjusted, but he protested against the general advance of 73 per 
cent. that was proposed. It was absurd, he said, to give it to men who were 
earning over £5—and some of them even up to {25—a week and, moreover, 
it would deprive the skilled time-worker of his relative advantage. 

The advance was, however, granted. In that episode of the First World 
War we have the classical example of that seesaw process by which alternate 
wage demands by the skilled and unskilled workers lever up costs and prices 
without leaving either class any the better off at the end. It is a sombre 
thought that this procedure, which gave the sharpest twist of all to the 
inflationary spiral of the First World War, is still in fashion. 

Mr. Churchill’s name has been coupled, in a derogatory sense, with these 
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events of 1917-18, but, as the official record shows, without justification, for 
he was not at the time a member of the War Cabinet. Whatever his attitude 
towards extravagant wage demands by workers “in the public sector ”’ may 
have been in more recent times, it was not then open to criticism. 
Nevertheless, his administration of the Ministry of Munitions was no doubt 
one of the elements colouring the public estimation of him some six years 
later, when his next and longest period of intimate association with the conduct 
of the nation’s economic affairs began. When Baldwin became Prime 
Minister, after the “‘ Zinoviev Letter” election in the autumn of 1924, he 
invited Mr. Churchill to be Chancellor. The appointment caused some 
indignation in Tory die-hard circles and some raising of eyebrows elsewhere. 
One journalist recalled the saying about poacher turning gamekeeper. The 
Economist wrote that while it had been among the severest critics of his 
‘‘ political gyrations ’’, he was “‘a strong, efficient and fearless administrator 
and as such should be capable, as Chancellor of the Exchequer, of insisting 
that the field for public economy is fully and relentlessly explored—a task 
for which his abundant experience of the spending departments further 
qualifies him’’. It also derived assurance from the reflection that “‘ in a career 
not noted for political consistency ’’ Mr. Churchill had shown “a consistent 
devotion to Free Trade principles ’’, so that his presence at the Treasury 


b 


should be “‘ a safeguard against flirtations with tariff tinkerings ”’. 


THE MISCHIEVOUS GAMEKEEPER 

How, in the face of such prognostications, did Mr. Churchill make out in 
the five years of his tenure of the Chancellorship ? Well, he certainly came 
nowhere near justifying the charge that Philip Snowden flung at him when 
he had delivered his fifth and last budget speech in April, 1929, that he had 
ended ‘‘a career of financial profligacy’’. In fact, he was by no means 
unsuccessful in the rdle of gamekeeper. That is shown by the following 
record of total national expenditure (excluding sinking funds, but including 
Post Office) in the five years for which he was responsible (in £ millions): 
1925-26, 776; 1926-27, 782; 1927-28, 774; 1928-29, 761; 1929-30 (in which he 
brought in the budget but within a month ceased to be Chancellor), 782. 
Admitted that this was a time of high peace and that prices were tending 
downwards, there is certainly no evidence of gross extravagance there. Mr. 
Churchill could claim, too, at the end of his first three years that he had 
reduced the number of civil servants by 7,000 and laid plans for its further 
reduction in the next five years by 11,000. No, the charge that can be brought 
against Mr. Churchill as Chancellor is not that he was a bad gamekeeper, but 
that he could not always keep his old poaching instincts under control. 

Twice in the five years he raided the Road Fund—in fact he raided its 
{19 millions reserve out of existence. He took a mischievous pleasure in 
revenue “‘ windfalls ’’ which, as he said, could be caused not only by the wind 
but by judicious shaking of the trees. Apart from the Road Fund there was 
the ‘‘ peculiarly refreshing windfall ” of £54 millions that he engineered in his 
second budget by shortening to two months the three months’ credit previously 
allowed to brewers for payment of beer duty, so forcing them to disgorge 
13 months’ excise revenue in the financial year. There was the “ windfall © 
of Schedule A income tax (landlords’ property tax) which previously had been 
paid in two moieties on January 1 and July 1, but was now all to be paid 
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on January I, thus providing the Chancellor with a non-recurring £14,800,000 
to fortify a revenue position that had been rather badly shaken by the coal 
strike of 1926. And there was the windfall of the Currency Notes Reserve 
of {13,200,000 which accrued in 1928 when the Treasury’s currency notes issue 
was merged with the note issue of the Bank. True, the Chancellor did not do 
anything quite so flagrant as spend this reserve as ordinary revenue. But 
he could not resist using it for a piece of not very impressive window-dressing. 
It had been represented to him that some sinking fund provision ought to be 
made for the unpaid interest on the National Savings Certificates then accruing 
at the rate of about {20 millions a year. So he agreed to do so, but for the 
first year applied this £13 millions of Currency Notes Reserve (which, of course, 
was already invested in National Debt and could not effectively be applied 
to redeeming more Debt) in aid of this object. This Savings Certificates 
provision was part and parcel of the grand but abortive plan that Mr. Churchill 
conceived in that year of reviving Sir Stafford Northcote’s Fixed Debt Charge, 
under which an annual fund covering both National Debt interest and repay- 
ment was established. Mr. Churchill’s annual fixed charge was set at £355 
millions, which his experts calculated would (on the basis of an interest rate 
of 44 per cent.) suffice to extinguish the whole of the National Debt, both 
internal and external, in exactly fifty years. The fund, as its author put it, 
would ‘‘ continue to roll up until or unless the day dawns when some unholy 
hand is laid upon it ”’. 

The great idea of extinction of the National Debt in fifty years (of which 
more than half would by now have expired) would, alas, in any case have died 
a thousand deaths long before this. But, in fact, it could be argued that the 
first hand to be laid upon it was the author’s own, and in the year after its 
begetting. Mr. Snowden, at least, sought to prove that it was so. 

But let us not waste time in arguing whether the Chancellors of a quarter 
of a century ago lived up to their aspirations or by how much they fell short 
of them. Let us rather remember that in those days it was still accounted 
a virtue by all political parties to redeem debt. The idea that there was 
virtue in creating debt was not then, though it was soon to be, born! 

In its confidence that Mr. Churchill would not indulge in “ tariff tinkerings ”’ 
[he Economist was badly off beam. Tinker with tariffs is just what he did. 
In his very first budget he not only restored the McKenna duties (on motor 
cars, watches and clocks, musical instruments and films) which had been 
taken off by Mr. Snowden in the preceding year, but he introduced a new 
revenue duty with a protective tinge on silk and artificial silk, and a nakedly 
protective duty on hops. In his second budget commercial motor vehicles were 
added to the McKenna list and wrapping paper was added to the “ safe- 
guarding’ list. In his third budget there was a new “ safeguarding ”’ duty 
on translucent pottery, a new McKenna duty of 334 per cent. on imported 
motor tyres and a recasting of match duties to the advantage of the British 
industry. And there were sundry widenings of Empire preference margins. 
Altogether, pretty good going for a convinced free trader! Yet all of them 
together did not amount to a great deal. They constituted no fundamental 
change in British fiscal policy. That change was to come two or three years 
later when Mr. Churchill was again in the political wilderness. Those who 
have worked with him in the military sphere have testified to his love for— 
[was going to say gadgets but you can’t call a tank a gadget—his love for 
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devices. It was the same in the financial sphere. He liked trying new 
dodges, some of which were successful, others (like the tax on credit betting) 
unsuccessful. He got great satisfaction, for example, from making slight 
adjustments to the sugar duty so as to reduce the retail price by a farthing 
a lb. to compensate the poor for the increased cost of paraffin, which would 
follow the new oil tax of fourpence a gallon. Playing off carbohydrates 
against hydrocarbons is how one humorist described it—and then Mr. Churchill] 
found that he could exclude paraffin from the scope of the duty after all! 

Much more important than a gadget or device, of course, was his great 
derating measure introduced in the 34 hours’ budget speech of 1928. Under 
this measure industrial but not commercial property and also railways were 
relieved of three-quarters of their liability to local rates and agriculture 
(which was paying only one-quarter) was relieved altogether. The major part 
of the cost of the scheme was to be provided from the revenue of the new 
oil tax, but here again a dubious gadget was to be employed, for it was 
provided that the realized surplus of £4} millions from the previous year, 
1927-28, was to be brought forward and credited to a “‘ suspensory fund ”, 
out of which the local authorities were to be compensated for their loss of 
rates revenue. 

Two of the highlights of Mr. Churchill’s tenure of office at the Exchequer 
have been referred to—the restoration of the gold standard in 1925 and the 
industrial and agricultural derating scheme of 1928. There are two others 
that should be mentioned. The first is the scheme of contributory old-age 
pensions and widows’ pensions which he inaugurated, also in 1925, at a yearly 
cost to the Exchequer over the first ten years of £5? millions. At that time 
there were in existence only the original Lloyd George non-contributory 
pensions, so that the new contributory plan, however far awry its originators’ 
estimates of cost may have proved, was a notable landmark in the advance 
towards the Welfare State. The second point—a matter rather of fortune 
than of merit perhaps—was that Mr. Churchill’s five years as Chancellor were 
those in which the income tax was at its lowest during the whole period since 
midway through the First World War. In his first budget he reduced the 
standard rate from 4s. 6d. to 4s. (raising also the earned income allowance 
from one-tenth to one-sixth), and at 4s. it continued until Mr. Snowden in 
1930 restored it to 4s. 6d. 

Finally, what of the manner as distinct from the matter of Mr. Churchill's 
budget speeches ? A political opponent characterized the last one as a per- 
formance of great eloquence and “scintillating rhetoric’”’. That was the 
only one I did not hear him deliver. The first four I heard from the press 
gallery in the House, and I can testify to their force and brilliance and to the 
sustained attention with which they were listened to—even the one of Glad- 
stonian length in which the derating scheme was unfolded. Many of his 
telling phrases I can still hear him saying—the ones I have quoted about 
‘judicious shaking of the trees” (and with what relish he brought it out!) 
and the sinking fund rolling up until some unholy hand should be laid on It, 
his declamatory ‘‘ I must now proceed to fortify the revenue ’’ uttered as he 
raised a glass of presumably fortifying liquor to his lips. 

Mr. Churchill was not the greatest of Finance Ministers, but he was, as Sir 
Winston is, unrivalled in his capacity to clothe his thoughts in language that 
informs, impresses and inspires his hearers. 
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The Boom and the Strain 


economy contained in the pre-Budget flush of white papers* produced no 

major surprises. The portrait of boom and prosperity at home, leading 
in turn to strains in both the domestic economy and the external balance, 
did little more than confirm and quantify earlier appraisals by unofficial com- 
mentators. The one surprise lay in the magnitude of the estimates of that 
external strain, especially the strain emanating from the overseas sterling area. 
In the second half of 1954 Britain’s surplus on its balance of payments not 
only disappeared but was transformed into deficit; whilst the rest of the 
sterling area ran into quite appreciable deficit. 

Yet the general mood of the Economic Survey was one of optimism: diffi- 
culties and strains are recorded but not underlined, and nowhere are they 


F cconon at one point, the official diagnosis of the state of Britain’s 


TABLE I 
CHANGES IN REAL RESOURCES AND DEMAND 
Changes between Changes between 
1952 and 1953 and 1952 and 1953 and 
1953 1954 : 1953 1954 
{mn. at #mn. at émn. at {mn. at 
1952 prices 1953 prices 1952 prices 1953 prices 
Consumers’ Gross domestic 
expenditure .. + 350 + 390 product - +- 500 + 625 
Public authorities’ Imports of goods 
expenditure... + II0 — 40 and services .. + 285 + 140 
Gross fixed invest- 
ment... oa + 215 + 125 
Investment in 
stocks and works 
in progress pa + 170 -- 50 
Exports of goods 
and services .. — 60 + 240 
Total change in Total change in 
demand wi + 785 + 765 supplies ‘ + 785 + 765 


presented as factors that might bring a halt to industrial expansion. In the 
event, the Survey was taken as a bull point in the markets, though few people 
learned much of its content, and most of them gleaned mere snatches from 
hearsay. This year, above all, that was a particularly dangerous basis for 
judgment, for almost every paragraph that seemed to give some “lead ”’ for 
policy was carefully and exasperatingly balanced by contrary or qualifying 
argument in some other paragraph. But the City’s general judgment might 
not have been very different even if the usual daily newspaper service had 
been available, for the subtleties of this “‘balance’’ were such as to defy any 
summary presentation. 

On the home front, the Survey safely affirms, the year was a prosperous 
one. The gross domestic product increased by a further 4 per cent. (the same 








"Economic Survey, 1955, Cmd. 9412 ; Preliminary Estimates of National Income and Expendi- 
uve, 1948 to 1954, Cmd. 9423 ; and United Kingdom Balance of Payments, 1946 to 1954, Cmd. 9430. 
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increase as in 1953), whilst industrial production rose by slightly more than 
in the previous year, that is, by 6} per cent. An increase of 2 per cent. in 
the volume of imports brought the total increment in available resources to 
£765 millions at 1953 prices, and this permitted increases of £390 millions, 
or 4 per cent., in the real value of consumers’ expenditure, £125 millions in 
fixed investment, £240 millions in the volume of exports, and £50 millions 
in. stock-building (actually estimated at £175 millions, including work-in- 
progress, against £125 millions in 1953). The summarized national balance 
sheet is given in Table I. But—and here lies the sharp contrast with the 
growth of prosperity in 1953—the external accounts took a sharp turn for 
the worse in the summer of last year, whilst “‘ towards the end of the year, 
there were indications that the pressure on the economy was increasing ” 
The external deterioration 1s summarized in Tables II and III. The balance 
of payments of the United Kingdom was transformed from a surplus in the 


TABLE II 
BALANCE OF PAYMENTS OF STERLING AREA 


(4 millions) 


| 1952 1953 1954 
Jan.-June July-De Year 
United Kingdom balance with: 
Non-sterling countries (excluding 
defence aid)... sy rap -. — 241 55 34 — 193 - 5% 
Rest of sterling area ie Pe -- +t 379 -+- 173 1i4 - 155 t 269 
Total. . - 7" 8 ie ei - 135 - II5 + 14% - 33 4+ TIO 
Rest of sterling area balance with: 
Non-sterling countries .. is _o* = 862 + 281 - 113 - 3 116 
United Kingdom.. ee is ‘ - 379 — 173 — If4 — 155 - 269 
Total. . _ a <a - ~ =~ oe ~ 108 ~ I —- 152 — 153 
Total Sterling Area External Balance —-— 79 + 223 - 147 ~- 190 ~ 43 
U.K. defence aid - nd - r2r 102 24 26 50 


first half of 1954 now put at £148 millions (excluding defence aid) to a deficit 
estimated at £38 millions in the second half of the year. This deterioration 
was, moreover, wholly attributable to transactions with non-sterling countries. 
The rest of the sterling area sharply increased its deficit with the United 
Kingdom, while its surplus with non-sterling countries—which had amounted 
to {281 millions in 1953 as a whole and {113 millions in the first half of 1954 
—was all but eliminated. The upshot was that the total balance of the 
overseas sterling countries was transformed from a surplus of £108 millions in 
1953 and a tiny deficit in the first half of 1954 to a deficit of £152 millions 
in the second half of last year. The external surplus of the sterling area as 
a whole—{223 millions in 1953 and £147 millions in the first half otf last year 
gave place to a deficit of {190 millions in the second half of the year. That 
is a deterioration considerably larger than was apparent from the evidence 
of the trade returns.* 





ed 








*See for example the estimates in ‘“‘ Danger from the Sterling Area,”’ in last month's issue ol 
THE BANKER. 
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One moderately reassuring fact that emerges from the detailed accounts 
is that the deterioration in the overseas sterling countries’ non-sterling pay- 
ments as a whole had only a small effect on the central gold and dollar 
reserves, being apparently financed by larger receipts of dollar capital. The 
colonies all but maintained their contribution to the dollar pool in 1954; there 
was an increase in the dollar deficit financed through London by the inde- 
pendent sterling countries, but their sales of gold in London (in the reopened 
market) rose by nearly as much. Countries such as South Africa have been 
drawing more of their dollar imports through London and at the same time 
selling more gold there. It should be noted, however, that the overseas 
sterling countries put heavy demands upon Britain by a strong increase in 
their imports, and thus pre-empted supplies that might have gone to dollar 
or O.E.E.C. countries. To some extent this strain must have been caused 
by Britain’s own activities in increasing its lendings to sterling countries. 
Their {269 millions deficit with Britain in 1954 as a whole was financed 


TABLE III 
BALANCE OF PAYMENTS OF UNITED KINGDOM 
(£ millions) 








[454 
1952 1953 Jan.-June July-Dec. Year 

VISIBLE [RADE : 

Imports (f.0.b.) os ti 2,940 2,889 1,471 1,530 3,007 

Exports and re-exports (f.o.b.) 2,826 2,071 1,423 1,392 2,815 

Visible balance “— »- —- 120 — 218 - 48 ~ 144 — 192 
[NVISIBLES (NET): 

Shipping - “3 ~. + 105 + 124 + 77 + 55 132 

Interest, profits and dividends + 87 + 59 + 20 + 15 - 35 

Travel .. “ o« “1. 3 -- [ air 4 —- 10 -- 6 

Migrants’ funds, etc... .- = 4 - 4 -- I - S = 9 

Other a a 4 ++ > 250 + 310 + 170 +- 149 + 319 

Invisible balance, excluding 

Government. . o% -- + 441 + 488 + 270 + 201 + 471 

Government... _ »-- j= 82 — 155 —- 74 - 5 — 169 
Current balance ¥a .. + 138 115 + 148 - 38 + 110 
Defence aid (net) “4 —— <a Cae +- JO2 + 24 + 26 +- 50 


primarily by loans and investments rather than by any running down of their 
monetary assets ; the small fall over the year in the balances of the independent 
sterling countries, to £1,823 millions, was far outweighed by the increase of 
{124 millions in the sterling balances of the colonies, to the huge total of 
{1,226 millions. Britain’s sterling liabilities to non-sterling countries rose by 
{80 millions to £852 millions in 1954, and total liabilities rose by £160 millions, 
to £4,376 millions. In effect, Britain was borrowing short from the foreigner and 
lending long to the sterling area. 

The deterioration in the external accounts of Britain that began in the 
summer of 1954 was sustained on both visible and invisible trade. Imports 
tose by {65 millions (or 44 per cent.) between the first and second halves of 
1954, a rise almost equally attributable to higher prices and bigger quantities; 
the comparable movement in 1953 was a fall of £55 millions. Exports fell in 
the second half of 1954 by £31 millions (whereas in 1953 they had risen by £36 
millions), a decline admittedly partly due to the dock strike. 
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The net surplus on invisibles declined by £90 millions in the last six months 
of 1954 (whereas in 1953 it had increased slightly). Net receipts from shipping 
and from interest, profits and dividends all fell markedly. But the resultant 
swing on current account from a surplus of £148 millions in the first half of 
1954 to a deficit of £38 millions in the second half still left the surplus for 1954 
as a whole only slightly smaller than that for 1953 (at {110 millions against {115 
millions). It was the violence of the turn-round in the second half-year— 
strongly fortified by the continuing weakness of the exports of the rest of the 
sterling area and by the sharp upturn in its non-sterling imports—that lay 
behind the sustained pressure on sterling in the markets. 

Since the increase in Britain’s imports was for the most part a belated 
adjustment to the higher level of output, the Survey did not envisage any relief 
on this score in the current year. The higher level of commodity prices 
may improve the non-sterling balance of the rest of the sterling area, as will 
the tightening of import restrictions in Australia, easily the largest source of 
the R.S.A. deficit; but the second of these tendencies will certainly, and the 























TABLE IV 
INDUSTRIAL INVESTMENT, 1950-54 
(¥ millions at current market prices) 

1950 1951 1952 1953 1954 
Agriculture, forestry and fishing - S4 89 $3 86 Q2 
Mining .. 7 i“ ‘a - 34 30 49 64 83 
Manufacturing i i ai 440 510 537 542 55 
Electricity, gas and water sid én 1960 219 239 263 292 
Transport and communication - 22 223 232 277 302 
Other industry and trade - ‘“~ 195 221 241 267 302 
New housing... - ia 331 372 489 619 641 
Social and public services - sé 121 143 155 167 174 
Legal fees, stamp duties, etc. i 51 54 45 39 44 
Total gross fixed investment Sis 1,682 1,867 2,073 2,324 2,484 











first probably, put additional strain on Britain’s own balance of payments. 
Britain’s exports to the sterling area are almost bound to fall, while the prices 
of its imports will be higher. By February Britain’s terms of trade were 
5 per cent. worse than the average for 1954—a deterioration that, if sustained, 
would add £150 millions a year to the deficit (but there was a slight improve- 
ment in March). 

The prospect of a further sharp increase in Britain’s import bill this year 
led the authors of the Survey to lay especial emphasis on the importance 
of increasing exports. They list some important favourable influences; and 
less prominently, some decidedly unfavourable omens. But, in a mood that 
later inspired the budget, they hoped to face the new disequilibrium by pre- 
scriptions for expansion rather than restriction. The aim of the restrictive 
measures—the increases in Bank rate and the hire-purchase controls—was 
actually described as no more than to “ moderate the expansion ’’ of home 
demand. 

It is the more important, therefore, to scrutinize the pattern of domestic 
expansion. The demands that called forth the larger production of 1954 were 
divided, as a glance at Table I shows, fairly evenly between higher consumers 
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expenditure on the one hand and increased investment and exports on the 
other. The Survey states that an important initiating factor appears to 
have been the rise in exports that mainly occurred at the end of 1953, whereas 
the momentum of expansion was sustained mainly by the increase in private 
demand at home. It is estimated that the whole of the increase in disposable 
personal incomes (totalling £645 millions, or nearly 5} per cent.) was spent, 
leaving personal saving virtually unchanged at {909 millions.* Around 
one-third of the increase in consumers’ expenditure was devoted to household 
goods, cars, and motoring. Government expenditure fell slightly, wholly 
because of the lag in defence outlays. 

The increase in investment outlays in 1954 was considerably smaller than 
in 1953, but this was wholly accounted for by the levelling off in house- 
building and by a running down of stocks by the Government. Investment 
in both stocks and in fixed assets by private industry increased more last year 


TABLE V 
TRENDS IN COMPANY LIQUIDITY* 
(£ millions) 























195! 1952 1953 1954 

Gross trading profits .. v - ies . 26588 2,252 2,417 2,633 
Other income - as Pe on a 391 341 403 403 
Less U.K. tax payments wa os “% .. — 637 — 895 — 84I — 759 
Interest payments - sn om -. — 249 — 256 — 271 — 283 
Dividend payments... “ ‘a »-. — 526 — 522 — 583 — 662 
Undistributed profits after tax a - o. 8,907 920 1,125 1,332 
Borrowing by new issues... “ - ‘ 158 125 102 183 
Other known borrowing and capital transferst .. 209 — 32 36 57 
Less Fixed investment at home ei “i oo = Gea — 628 — 661 — 718 
Less Increase in value of stocks .. wi .. — O15 75 —- 20 — 360 
Available Liquid Funds .. i - - 337 460 582 494 


— rr 





*Excludes banking, insurance and other financial institutions. 
tIncludes estimated change in bank advances, E.P.T. refunds and war damage compensation. 


than in 1953; although, as can be seen from Table IV, the increase in invest- 
ment in manufacturing industry was still small by comparison with that shown 
by the public utilities. 

The most remarkable achievement of 1954, as it appeared to most observers, 
was perhaps the fact that these increased claims on the economy, and this 
6} per cent. increase in industrial production, could be sustained by an increase 
in the volume of imports by only 2 per cent. over the year as a whole. The 
Survey argues, however, that after allowing for sales from Government stocks 
and for reductions in imports of food and special defence equipment, the trend 
of imports was broadly in line with industrial activity. But the curve of 
imports was rising sharply by the end of the year. 

The increase in demand in 1954, whether for home consumption, exports 
or fixed investment, was largely for the products of the engineering industries, 
which accounted for no less than half of the increase in industrial production 
m 1954. For the rest, output rose appreciably in chemicals, paper and 
printing and in the miscellaneous manufacturing group. The textile industry, 





* . . ° . . 
Further details on the course of personal incomes and savings are given in a note on page 252 
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which had figured prominently in the recovery of 1953, achieved only a modest 
increase in production, whilst towards the end of the year some slack was 
caused by the falling off in export demand. 

The unexpectedly large further growth of output last year was the result of 
a surprisingly large expansion in both employment and in productivity, 
especially the former. The numbers in civil employment rose by 351,000; 
this reflected on the one hand a record post-war increase in the working 
population, and on the other a further reduction in unemployment—by 
64,000 over the year, to the remarkably low figure of 1.2 per cent. of the 
working population. The rise in productivity in industry was reckoned at 
around 4 per cent. per man-year; but average hours worked in manufacturing 
industry rose (from 45.9 a week in October, 1953, to 46.3 in October, 1954), so 
that productivity per man-hour must have risen by slightly less. Despite the 
brimfull economy, output was not inhibited in 1954 by any “ significant” 
shortages, except of nickel and certain special steels—though there was still 
need to supplement home supplies by imports of coal and steel. 

The absence of physical frictions—as distinct from the strains, at first 
concealed, upon the balance of payments—appears the more remarkable in 
the light of the evidence of growing financial pressures. The official statistics 
(reproduced in Table V) confirm that the liquidity of private businesses 
became strained in 1954, after two years of growing ease. Companies did 
indeed enjoy a notable increase in undistributed profits after tax, but they 
also borrowed more from the banks and from the market (especially in the 
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last quarter of the year). Yet these accretions did not fully cover the addi- 
tional demands of investment, so that available liquid assets (which the 
Survey mistakenly calls ‘“‘amounts put to reserves’’) declined, notwith- 
standing the increase in indebtedness. It is evident from the table that 
more than four-fifths of the increased demands arose from the larger increase 
in the value of stocks in 1954—of which perhaps one-third was attributable 
merely to higher prices, necessitating the laying aside of extra funds to 
provide for future replacement. ut the volume of stocks and work in progress 
rose too, broadly in line with the increase in production. The recent changes in 
monetary policy “‘ are intended to prevent any undue stock-building ”’ this year. 

The discussion of likely trends in the coming year was couched in even more 
general terms than last year. Fixed investment is expected to rise “ sub- 
stantially ’’; further increases are expected in fuel and power and in transport, 
whilst the larger programmes of the steel, motor, chemicals and synthetic fibres 
industries appear to more than offset the reductions that will be caused by 
the completions of the oil refinery programme and the falling off in special 
defence production projects. The Survey expected the Government’s current 
expenditure on goods and services to be “a little higher ’, and it showed 
that the volume of private consumers’ expenditure at the end of 1954 
was already some &4 per cent. above the average for the year—that is by 
considerably more than can be accounted for by the seasonal ingredient. 
“Some further increase ’’ was thought probable—though this remark was 
followed by the equivocal statement that ‘“‘ the recent measures to restrain 
demand have been designed to ensure a more balanced growth of consumers’ 
expenditure and to encourage personal savings ’’. (These estimates, it will be 
noted, are not quite in line with those given in the budget, and discussed on 
pages 257-9.) 

Industry’s capacity to meet these additional demands is recognized to be 
limited by the already extended state of the economy; but it is pointed out 
that there ““ may ”’ be “ some further slight ’’ increase in the working popu- 
lation and that output is already 2 or 3 per cent. above the 1954 average. 
Supplies of fuel and materials are expected to be “ generally ’’ adequate, but 
large imports are still expected to be needed to supplement home production 
of coal and steel. 

On the problem of costs, the Survey affirmed that last year the rise in 
productivity enabled increases in wage rates to be absorbed without eating 
into profit margins or raising prices; it remains to be seen whether the effects 
of the recent batch of stronger wage increases can be similarly cushioned. On 
the face of it, that seems improbable. 

The conjuncture in the export markets is equally uncertain. On the one 
hand, the reduction of discrimination against American and Japanese exports in 
a number of countries subjects Britain’s exports to increased competition ; 
whilst Britain’s leading market, Australia, has been severely cut down through 
the reduction in import quotas. On the other hand, wider markets should 
be opened in Iran, Egypt and Turkey, as a result of the recent trade agree- 
ments. The net effect of these diverse considerations is incalculable; and the 
steady decline in Britain’s share in world exports of manufactures in the past 
lew years shows that automatic forces cannot be depended upon to swing the 
balance the right way. And even the Chancellor could hardly claim that the 
budget has provided a solution. 
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Italy’s Unemployment Problem: a New 
Attack ? 


By Vera Lutz 


of inflation, first repressed and then open, Italy’s economic record has 

been satisfactory if judged by such criteria as the growth in output and 
in investment, and the maintenance of price stability. It has been marred 
chiefly by the failure to solve what for Italy is an old problem—the per- 
sistence of a high figure for registered unemployment, and the existence of a 
large number of under-employed persons attached mainly to farms and the 
handicraft trades. Both phenomena, although by no means entirely foreign 
to the more highly industrialized zones of Northern and Central Italy, are 
particularly acute in the Mezzogiorno, comprising that part of the mainland 
that lies south of Rome and the islands of Sicily and Sardinia. This area, 
which now contains about 35 per cent. of the total Italian population (of 
47.6 millions), and contributes, by reason of its relatively high birth rate, a 
more than proportionate part of the annual population growth, is estimated 
as accounting for not much more than 20 per cent. of the gross national income. 


Gor in the Einaudi reforms of 1947 that marked the end of a long period 


LIMITATIONS OF KEYNESIAN REMEDIES 
Much of the discussion of the unemployment problem has until recently 
turned on the question of whether a faster rate of monetary expansion, 
following Keynesian principles, would provide an effective remedy. The 
oficial view during the time that Signor Pella held office, first as Minister of 
the Treasury and later as Prime Minister, and which became known as the 
“ Pella Line ’’, was that the terms of the Italian problem were too far removed 
from those underlying Keynes’s model: that the unemployment was not of a 
cyclical but of a structural nature, rooted in a lack of the natural and capital 
resources required to give productive employment to a large additional labour 
force; that the surplus capacity of plant and equipment to which attention 
was frequently drawn was confined to certain special sectors, some of which 
were over-expanded in terms of relative costs and demands; and that union 
wage contracts covering between 60 and 70 per cent. of labour income imposed 
a sliding scale that meant that money wages would closely follow any upward 
movement in the cost of living. It was held that, in these circumstances, the 
rate of monetary expansion that actually occurred from late 1947 on—and 
was incidentally a good deal higher than that registered for a number of 
other European countries—was the maximum compatible with the objective 
of preventing a new inflationary spiral, and thus both encouraging the revival 
of the habit of saving that was an essential condition for increasing Italy’s 
capital resources, and avoiding pressure on an already precarious balance of 
payments. 
Over most of the period the authorities did in fact succeed in either keeping 
the cost of living approximately stable or else limiting its rise (as after the 
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Korean crisis) to the measure that was dictated by the upward movement in 
the world price level and its effect on Italian import prices. In the second half 
of 1952, however, the tendency towards a rising cash deficit in the budget 
(associated with heavy and growing Government investment expenditures) 
helped to cause an expansion in the volume of lending by the central bank, 
and in aggregate spending, which evidently somewhat overstepped the mark. 
Italian prices began to rise while world prices were falling, and a marked 
deterioration occurred in the balance of payments. These events were in 
some sense a confirmation of the official view that the process of monetary 
expansion was running close to the maximum limit. 


The figure for registered unemployment has remained for some years in 
the neighbourhood of 2 millions. Its failure to fall appreciably, despite the 
substantial increases achieved in recent years in capital resources and in 
national output, is partly explained by the tendency for the ranks of the 
registered unemployed to be continually refilled, as additional people are 
drawn into employment, by new registrations coming not merely from the 
natural growth of population but also from the younger generations among 
the under-employed who are seeking more actively, or perhaps more hopefully, 
than did their fathers before them, a regular and full-time occupation. 
Another noticeable feature of the labour picture is the considerable gain in 
real wage rates that has been made during the past few years over large 
sectors of the economy, and especially in the industrial sector. The official 
indices of money wage rates and the cost of living indicate that, in this sector, 
average real wage rates (inclusive of family allowances) have risen during the 
past four years by about 15 per cent. And there has been a rising conviction 
that the continuance of such high rates of growth in wage rates is incom- 
patible with the rapid attainment of a sufficiently large increase in the level 
of employment. 

The social and political urgency of finding a solution to the problem of 
such a large volume of unemployment, aggravated by its high degree of 
geographical concentration, has been increasingly stressed in Government 
circles since the discomforting results of the 1953 elections. And it was at 
the Demo-Christian Party Conference of last June that Signor Vanoni, 
Minister of the Budget, first announced that a programme was in course of 
preparation aiming at the rather ambitious target of creating 4 million addi- 
tional jobs in Italy by the end of 1964. The first step towards the formulation 
of this programme is a document of which a preliminary draft was presented 
to the Italian Cabinet and released to the press towards the end of December. 
It is entitled ‘‘ Elements of a Programme for Raising Income and Employment 
Levels in Italy over the Ten Years 1955-64’, but has become more familiarly 
known through the Italian press as the ‘‘ Vanoni Plan ’’, which is a much less 
appropriate title and one that Signor Vanoni has himself recently disavowed. 


The document does not provide a plan in the sense of a description of 
policy measures that the Italian Government proposes to adopt in order to 
combat unemployment. All that it does, and pretends to do, is to give a 
kind of prospectus of the way in which various constituents of the national 
income accounts may be expected to develop in the future, on the basis of 
predictions about movements in quantities that must largely be taken as 
data of the problem, on the one hand, and on the assumption that “ appro 
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priate’ action is taken by the Government, and by other groups capable of 
influencing the general trend of economic policy, on the other. It sets certain 
targets, but so far does not furnish more than very broad indications of the 
kind of action that is envisaged as a means of reaching them. 

As an exercise in economic prediction it is probably one of the boldest 
amongst all the plethora of forecasts, plans and targets by which the post-war 
path of economic progress has been strewn. Its attempt to cover a whole 
decade is, however, dictated by the initial postulate that the problem of 
creating something approximating to full employment in Italy cannot be 
solved within a period shorter than this. Its main purpose is to demonstrate 
that there is a good prospect that this aim can be realized within such a 
period, provided that a high rate of investment is maintained, and provided 
the real incomes of those who are already employed are not pushed up too fast. 

The figure of 4 million new jobs, which has been widely publicized as the 
measure of the task that Signor Vanoni has set himself, is reckoned as the 
number needed to cover the increase in the labour force due to the natural 
increase in population net of emigration over the ten years, plus the present 
unemployed or under-employed (calculated in terms of full employment units), 
minus ““ normal ’’ unemployment of the transitional kind, plus the “ reabsorp- 
tion’ of the labour that will be thrown out of work as the result of “‘ techno- 
logical progress leading to increased productivity per head ’’. The fact that 
the total includes this last item, estimated at 800,000 workers for the ten years, 
means that the goal is a somewhat less ambitious one than it might seem at 
first sight: the net increase sought in the “ labour force at work ”’ in industrial 
and tertiary activities (in which it is assumed that all the new employment and 
reabsorption must occur) is equivalent to 3.2 million, and not 4 million, jobs. 
The inclusion of this particular item of 800,000 in the total of 4 millions points 
also to the arbitrariness of the total itself; for if an allowance were also 
included for the necessity during the ten years of some labour “ reabsorption ’ 
due to other causes than technological progress (such, for example, as shifts 
in consumer demand leading to the contraction of particular industries or 
firms), the total would naturally be still higher. Indeed, there seems little 
logic in taking account of only part of the labour shifts that must be expected 
during the period. 


Wuy INVESTMENT Must Grow [ASTER 

The document’s dominant theme, from which almost everything else 
lollows, is that the attainment of the employment target by 1964 requires 
that the average rate of income growth of the past four years should be main- 
tained over the next ten, but that this in turn requires that the rate of invest- 
ment should be stepped up to a level higher than that of the past. The 
actual rate of growth in the years 1951-54 aver raged 5 per cent. a year—gross 
national income rose from 8,323 milliard lire in 1950 to 10,450 milliards in 
1954—-while the average ratio of gross investment to gross income was 2I per 
cent. The reason for assuming that an even higher rate of investment is 
needed to sustain this income growth in future is ‘that in the period 1951-54 
certain specially favourable factors were operative that cannot be expected 
to repeat themselves; the abnormally high increase in productivity achieved 
in those years was partly due to unusual gains from technological improve- 
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ments, the adoption of which had been held back by the war, and to the 
existence of substantial margins of under-utilized plant and equipment. 

It is assumed that the average ratio of investment to income ought to 
rise from 21 per cent. in 1954 to over 25 per cent. in 1964, an improvement 
that implies that no less than one-third of the additional output hoped for 
during this period would be ploughed back as investment. The savings 
effort required to achieve that result would represent a very severe strain— 
especially for a country that has such a low average income per head and is, 
moreover, undergoing a process of income redistribution. It obviously con- 
stitutes one of the major difficulties of the whole programme. 

The investment figures are calculated to allow not only for the equipping 
of the newly employed but also for the “ re-equipment ” entailed by the 
‘normal process of keeping pace with technical improvements ’’. It is 
suggested that, provided appropriate provision is made for this latter purpose, 
productivity per man-hour may increase at an average rate for the whole 
economy of 3 per cent. per annum, to which a corresponding part of the 
assumed growth in national income is calculated as being due. 

It is emphasized that the additional consumption allowed by the increase 
in income net of investment must inevitably go first and foremost to raising 
the average consumption level of the groups at present unemployed or under- 
employed to parity with that now enjoyed by the fully employed, and to 
making similar provision for the natural growth in the labour force, rather 
than to improving the level of those who are already fully employed. Never- 
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theless, it is estimated that it would still be possible, between 1954 and 1964, 
to raise the average consumption per head for all groups combined to 30 per 
cent. above the level now enjoyed by the fully employed. This figure is not 
small in itself, but since explicit mention is made of the likelihood that higher 
than average increases will have to be allowed to the lowest paid groups, it 
seems to follow that some groups, especially in the industrial sector, might 
have to content themselves, for the duration of the programme, with rates 
of increase—both in consumption and in wages—considerably below those 
obtained in recent years. This conclusion points to a second crucial problem 
of the programme. 

A third lies in its relationship to the balance of payments. The programme 
sets as one of its objectives the closing of the present gap in the balance of 
payments on current account, on the assumption that American and other 
external aid, which has recently amounted to some 170 milliard lire per 
annum, will have ceased by 1964. In addition, it must make provision for 
financing the larger volume of imports entailed by the increase in investment 
and in consumer demand. It is believed that the total volume of imports of 
foodstuffs will not be affected, though its composition may change. This 
belief is based on the expectation of a substantial expansion in the output of 
domestic agriculture—an expansion that is expected to be achieved, despite 
an actual reduction in the farm population, by increased productivity due to 
the construction work (irrigation, land reclamation, mountain water-control, 
etc.) that constitutes part of the investment programme, and to general 
improvements in equipment and methods. Indeed, it is assumed that this 
expansion will be sufficient to turn the present deficit in the trade balance for 
the agricultural sector taken by itself into a surplus by 1964. The expected 
increase in total imports for all sectors between 1954 and 1964 is set at only 
43 per cent. (due mostly to iron and steel, and to the raw materials of the 
textile and chemical industries), as compared with an estimated increase in 
the gross national product of 62 per cent. This still means, however, that 
exports would have to expand by as much as 60 per cent.; and it is hoped 
that fruits and vegetables, machinery and chemicals, and the tourist traffic 
will provide most of this increase. In this connection a special plea is made 
to other European countries to adopt more liberal import policies towards 
Italian agricultural produce. 

What, now, are the lines of action envisaged in order to make it likely 
that the basic intentions of the scheme might be fulfilled ? First of all, it 
may be noticed that the document does not mark a retreat from the “ Pella 
Line’: it does not pretend that the solution lies in increasing aggregate 
money demand by an easier credit policy; and it positively affirms the 
necessity of avoiding inflation which, it explicitly warns, would jeopardize 
the success of the programme. Nor is there to be any backing out of the 
liberalization policy for imports, of which Italy has so far been one of the 
most active supporters. 

The main lines of action suggested are: 

(1) The Government, at least during the early years, should take a still 
stronger hand than at present in promoting investment in those sectors (public 
works, public utilities, and agricultural construction projects) where it is, 
under existing institutional and legal arrangements, most easily able to 
influence the volume and location of investment, and where expansion is 
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required (especially in the Mezzogiorno) in order to provide the “ under- 
structure’ that is a pre-requisite for rendering private investment in industrial 
and other activities remunerative. It 1s emphasized, however, that it is on 
the directly productive investment in industrial plants, both in the Mezzo- 
giorno and elsewhere, that the increase in real income, and the permanent 
increase in employment, must ultimately depend: and it is contemplated that 
such investment will have a growing weight in the total as the programme 
proceeds. 

(2) Tax relief and special credit facilities may be used, for a time, as a means 
of encouraging private industry to establish itself in the Mezzogiorno. 

(3) Some positive action, fiscal or other, must be taken to raise the proportion 
of national income saved to the high level required. 

(4) Some degree of wage restraint, necessitating the co-operation of trade 
unions, will be necessary; though there is no suggestion, it should be empha- 
sized, of anything so drastic as a complete stop on wage increases. 

(5) Measures should be taken to eliminate excess profits and to limit the 
growth of profits in general. 

(6) Labour training schemes will need to be expanded far beyond their present 
scale in order to improve the general education, the technical skills, and the 
mobility between different occupations of a large part of the labour force. 

It is believed in many quarters that the sights have been set on the 
maximum objectives obtainable, and that the assumptions about many of 
the underlying quantities are on the optimistic side. The task of forming an 
independent judgment about the plausibility of the predictions, which is 
difficult enough on general grounds, is complicated by the many doubts that 
the document leaves in the reader’s mind concerning points of economic logic 
and the hypotheses on which the computations rest. Even some of the 
figures for past years may seem over-precise to those who are accustomed to 
the caution with which the corresponding items (as, for example, net income 
and investment, and personal savings) are treated in the official statistics of 
the United Kingdom. It is fair to add that the document, despite its general 
air of optimism, does emphasize the heaviness of the load that an investment 
programme of the dimensions contemplated would represent for the Italian 
economy; and it points out that no quick remedy for unemployment is 
promised; indeed, it anticipates that the effective relief would be relatively 
mild in the first four years but would grow in strength in the last six. 

It is also specifically observed that the programme might need to be 
relaxed in two major respects if events prove less favourable than the basic 
hypotheses assume. The first relates to the Government-aided housing 
programme, which bulks fairly large in the total investment figures, and is 
partly an urgent social necessity, and partly also a pre-requisite of the con- 
siderable population transfers that are envisaged. This programme is regarded 
as being flexible between a minimum and a maximum target. The second 
point concerns the number of years over which the employment and income 
targets may be reached: it is suggested that a delay of three to four years 
might be necessary. 

But, while these and many other reservations are clearly necessary, it is 
worth recording that in one respect the assumptions made may prove to have 
been over-cautious. The scheme is projected on what are possibly minimum 
assumptions about the availability of foreign capital. As indicated above, it 
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assumes that aid from official foreign sources will continue to be forthcoming 
on approximately the present level for a few years, but will later fall away to 
nothing. There are, however, signs, of which the recent debenture issue 
underwritten by a Swiss banking syndicate for the Montecatini Company is 
one, that private foreign capital may be more readily available than heretofore, 

The reactions in Italy during the first few months since the document 
appeared have rather naturally been of all shades, ranging from the suspicion 
that it may be a mere flash in the pan to the foreboding that it heralds the 
introduction of far-reaching measures of Government intervention in all 
departments of economic life. The document by itself cannot by its very 
nature justify any conclusion of this kind. There cannot be any clear indica- 
tion of the way in which the proposed programme may be launched until Signor 
Vanoni, and the groups whose support he must obtain, have had the oppor- 
tunity of formulating the specific terms of the economic policy to which the 
document is merely a prelude. 

In the meantime this first step has received a cordial welcome in a number 
of official circles abroad; and, in January, the Organization for European 
Economic Co-operation appointed a committee to study ways in which the 
solution of Italy’s problem—which is recognized as being also Western 
Europe’s problem—may be aided by joint action among the members of that 


Organization. 





British Banks in Town and Country 


An Artist’s Sketchbook 
By Geoffrey S. Fletcher 


IFFERENT periods have their own peculiar colours and shapes. The 
|) 2880: were olive green, the ‘nineties yellow and the 1920s tangerine 

and black. The Edwardian period in turn had its Art Nouveau briar- 
rose shapes of sagging curves and highly conventionalized motifs. The colour 
of contemporary style has yet to emerge, but its shapes are certainly already 
well established: spidery, stick-like and of strange and not too pleasant forms. 
Now that they are to be seen in the furniture in the suburban stores they 
have received the hall mark of respectability. 

These speculations are prompted by the newly-opened branch of Martins 
Bank in Garrick Street, Covent Garden, which is somewhat of an architectural 
novelty amongst small branch banks. The building is designed by Sir Hugh 
Casson, who played an important part in the Festival architecture of London. 
The Festival unquestionably gave considerable impetus to what is now called 
‘‘the contemporary style ’’’—largely an affair of imported ideas, mainly of 
Scandinavian origin, with perhaps a hint or two from Picasso and his school. 
Something of this flavour would appear to be present in this new bank 
elevation (the super-structure is, of course, Victorian). The contrast of black 
and white in the marble veneers is lively enough; but the most remarkable 
feature of the design is surely the row of huge spikes, rather like weapons 
from some antique armoury, carried out in bronze. They are held together 
artistically by a bronze band with raised pattern and—the most curious 
feature of the design—of a character resembling the doodlings of a South Sea 
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Specially drawn for THE BANK ER by Geoffrey S. Fletcher 
Martins Bank, Garrick Street, Covent Garden 
slander, ] 
No one could be foolish enough to ask what it a]] me 


Cis all, certainly, novel 
lor the be 


‘ar from being a criticism, this is, in fact, the bea 


uty of the work. 
ans ; this is pure abstraction, 
- A word of praise must be entered in conclusion 
autiful lettering on the facade, always a distinctive feature of Martins 
anks. Some other branch banks are due to open in this area, and it will 


be Interesting to compare—or contrast—them with this enterprising venture. 
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The New Bank Salaries 


By a Special Correspondent 







detail in the February issue of THE BANKER, against the backcloth of 

the banks’ earnings for 1954. That article foreshadowed an increase jn 
salaries during the current year, and suggested that, while the overriding 
consideration in salary policy must always be the banks’ present and future 
efficiency, a good case could be made for giving the weight of the increase to 
the overscale and appointed staffs. Previous revisions, with a eye upon the 
most pressing aspects of the recruitment problem, had put all the emphasis 
upon the junior and scale staffs. During the past six weeks all the expected 
announcements have been made, and most, if not all, the banks do indeed 
appear to have switched the emphasis to the off-scale groups—though as only 
the scales lend themselves to clear statement it is in some cases hard to be 
sure what the exact emphasis is. One other heartening tendency does, 
however, seem to emerge: the system is tending to become more flexible, 
relating salaries more directly to merit, so that the significance of published 
scales as such tends to diminish. 


[act much publicized question of bank salaries was discussed in some 


AVERAGE SCALE SALARIES, 1955 


Men Women 
£ £ 
17 225 220 
22 350 350 
27 6000 450 
31 i ae aes as 700 505 


Surveyed in the round, the changes mark a notable advance, and for some 
overscale staffs a very significant one. Needless to say, they do not match 
the hopes of those wishful thinkers who had been deluded by the recent cam- 
paign in the popular press, or even some more soberly based arguments for 
radical reconsideration of the whole problem. The banks have not set hand 
to the task of restoring any given earlier “ standard ’’, such as that of 1939 
or the rosy peak of ten years before that. The picture is rather one of a 
stepping-up of the same general nature as the steps of 1946 and 1951, with 
rather more allotted to the senior men than they then received; this being 
accompanied, as had been expected, by a consolidation of the bonus, or “ cash 
payment ”’, which had been running at 13 per cent. But from this there 
follows one fact of great consequence—and one much more present in the 
minds of managements than of most of the staffs. There will be a marked 
increase in all pensionable salaries, demanding forthwith further burdensome 
increases in provisions for pension funds. Lloyds Bank Staff Association makes 
the point very clearly by explaining that in order to provide an additional {100 
pension at 60 for a man now aged 50 requires a present capital sum of £864. 
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The very large number of senior men now within between fifteen and twenty- 
five vears of retirement—the much-lamented “ bulge ’’—makes this burden 
more than ever onerous. Large Town Allowances have also been increased, 
the Inner London Allowance now varying between £50 and {£8o. 

The accompanying table gives the outline of the new scales for men 
between the ages of 17 and 31. It should be studied with the caveat already 
noted: the more flexible a bank’s system is, the more likely it will be that 
a junior entering on the present scale will, if of more than average ability, 
earn more in a few years’ time than the published scale salary (even if the 
scale itself has not been revised). Relative flexibilities, and attitudes towards 
overscale and appointed staffs, are much more important—even, sometimes, 
for the below-average man—than relative published scales. With these reserva- 
tions in mind, it may be noted that in four of the Big Five the scales are virtually 
identical—£{215 on entry to £700 at 31—minor variations at different ages 
cancelling each other out at other ages, so that the aggregate of each of the 
four scales is the same (in fact, the Westminster scale over the whole period 
gives a total £5 below the others). Three of the four stop at 31; the National 
Provincial, aiming presumably at an earlier separation of the sheep from the 
goats, stops at 26, but continues the scale, unlinked to specific ages, by five 


Overscale Unappointed Chief Clerks, etc. Managers, etc. 
Barclays .. a .. + £50 minimum + £75 minimum + {100 minimum 
Women .. -. + £35 Minimum 
Westminster ws -. + £20/90 + £100 flat* + #110 flat* 
Women .. .. + £10/70 
Martins .. - .. + £60 minimum + £75/95 + £125/200 minimum 
Women .. .. + £40 Minimum according to size of 
branch 
*Women, + £70/90. 
furthcr “‘ merit ’’ increases that line up with the other banks’ age scales. 


Lloyds Bank scale maintains its former advantage over the other banks both 
in salaries offered and in the age to which the scale goes—it reaches {£900 
at 39—and it also continues its two preferred scales, of which “‘B”’ scale now 
reaches {820 at 31 and “ A ”’ that figure at 28. The scales in Martins, District 
and Glyns are somewhere between Lloyds and the other four: all three go to 
age 32, giving at that age £780, £750 and {£760 respectively. But it should be 
noted that in all the banks that go beyond {£700 at age 31 there is a deduction 
for pensions contribution; in Lloyds and Martins, for example, this is 5 per 
cent. Ihis deduction more than wipes out the apparent advantage of these 
scales up to age 31. 

The table also shows the new salaries for women at the same ages. The 
women's scales (they are still “ladies ’’ in two of the banks) show much 
greater variation than the men’s, in range if not in amount; Lloyds goes to 
{600 at 39, National Provincial to £468 at 29 (with provision for a ‘“‘ merit ”’ 
scale to £572), Midland to £460 at 29, and Barclays to £570 at 41, while the 
other banks stop at 31 or 32, between {£500 and £530. 

Over the scales it is not easy to present or to see so clear a picture. Some 
of the banks are making all overscale increases (apart, of course, from the 
consolidation) a matter of individual reassessment; some are individually 
teassessing only “‘ appointed’ staffs, while giving automatic increases to 
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unappointed staffs; and at least one bank is giving flat increases to its 
appointed men. Only three banks have disclosed the general basis of their 
overscale increases; these are shown in the table on page 289. These 
increases are, of course, additional to the increase resulting from con- 
solidation. 

In the absence of adequate information regarding the existing range of 
senior salaries no proper comparison can be made between these figures. It 
is perhaps reasonably safe to guess, however, that they give a very general 
indication of the size of the increases for seniors in all the banks. Among 
other such indications is the fact that at least four banks have now committed 
themselves to minimum retiring salaries, three of them {900 and the fourth 
£840; while Martins have a minimum salary for managers on appointment of 
{1,160 for four-man branches and {1,200 for larger branches. The West- 
minster’s minimum for managers is now {1,200, and the average may be 
guessed at perhaps £1,600; its unappointed overscale staffs range up to rather 
more than £1,000, and a few up to £1,100, with the average at perhaps {g00. 
Lloyds, which is giving automatic increases of about £55 to its overscale 
unappointed men, has 2,300 such officers over 45, 1,000 of whom have been 
getting more than the previous top of the scale (£750), and will now be getting 
more than {g00. The paucity of information from some banks is almost 
bound to give rise to the supposition that their payments are lower than 
those that have taken care to release indicative data. 

It has been widely assumed that every bank clerk will receive some kind 
of increase. But this is not necessarily true in those banks that have not 
expressly said so. One of the “‘ Big Five ”’ informed its staff that some salaries 
are already above the new range for the particular position and that therefore 
no present increase will be given in those cases. 

The manner in which these changes have been “ negotiated *’ deserves 
some comment. The National Union of Bank Employees has in recent 
months been campaigning for a new salary structure, the salient feature of 
which, “‘ {950 at 39”’, received wide publicity in the press. (It seems to 
have passed largely unremarked amongst bank staffs that the new N.U.B.E. 
claims represented a falling away from the N.U.B.E. “ petition” of a few 
years back, which included “ qualified ’’ grades, and a generally higher level 
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Your money earns 


clear... . we pay the income tax 


Regular subscriptions from as little as 5/- upwards can make you a fully-fledged 
investor with the Shern Hall Building Society. The advantages over the risky old 
eps “money-box”’ methods of saving are many and very worthwhile. Here are a few. 
Ee * All money invested immediately earns the new higher interest rate of 23%. Value does not 
fluctuate. ¥ Income tax is borne by the Society. Withdrawals at any time (with interest earned 
to date). Utmost security. . 

And in addition to your steadily mounting capital is the comforting knowledge that you, 
personally, are helping others to buy their homes. If you are not already among the many 
thousands who save the Shern Hall way—write for full details to-day. 

ON SUBSCRIPTION SHARES 


SHERN HALL (METHODIST) BUILDING SOCIETY 


306 HOE STREET, LONDON, E.17 KEYstone 5888 
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of remuneration.) But as N.U.B.E. is recognized by only Barclays amongst 
the big banks the new salaries have been arrived at in consultation with the 
Staff Associations, who alone (except in Barclays) have been able to represent 
the staffs’ case to the managements. There have been interesting differences 
in the manner 1n which the various announcements have been made. Martins 
Bank, after discussion, made proposals to the Staff Association, which circu- 
lated them to the staff for consideration at meetings in various centres and 
recommended acceptance, although with some reserve. The other banks, 
after discussion with the Staff Associations, announced their decisions, while 
the Staff Associations circulated their comments at the same time. The 
general tone of these comments ranged from a general commendation in 
Lloyds and the Westminster; through varying degrees of approving and dis- 
approving acceptance by the associations in some other banks; then to the 
District Bank association’s reservation of judgment on the overscale revision 
until its nature and extent can be assessed; and, finally, to Barclays associa- 
tion’s non-acceptance, coupled with the statement that ‘“‘ as matters stand at 
present we may have to go back to the Bank rather sooner than we all would 
have wished ”’. 

The effects of the changes and of these episodes cannot be immediately 
measured, certainly not until the reassessment of senior salaries has been 
completed. So far as evidence is available, it seems that the increases are 
not as great as some of the staff (in some or all of the banks) had come to 
expect, but it remains to be seen whether they will be ‘‘ accepted ”’ or whether 
there will remain a discontent sufficient to lend substance to the Union’s 
continuing agitation. But on this the record of the post-war years may 
reassure the banks: it suggests that the sharper edges of staff appetites and 
recently aroused hopes will prove to have been considerably blunted, and in 
many cases the appeasement may go a good deal further than that, even if 
it falls short of repletion.* 

It is more than a little ironic that remaining discontent is most likely to 
be found among the unappointed overscale men, the very group that has, on 
at least one showing, been most generously treated by the banks. Junior 
men can have little to complain of in the new scales; and, indeed, there had 
been little pressure for scale revision from the Staff Associations. Again, the 
appointed men, although they have suffered the worst deterioration in 
standards in comparison with pre-war conditions, have always had as a group, 
and still have, the possibility of further promotion: their road ahead is still 
open. But the ‘“‘ bulge’ of unappointed men, that sad legacv of unplanned 
recruiting in the twenties, is in quite other case. 

These men, for whom it can be claimed that when recruited they were all 
supposed to be of potential managerial calibre, have little or no hopes of 
promotion. Their salary claims now are founded on disappointed expecta- 
tions; yet it is almost certainly true that their share of the banks’ salary bill 
is already considerably higher in the aggregate than their work considered in 
isolation would justify, whereas managerial salaries, by the same standard, 








*N.U.B.E. has since announced that it has received ‘‘ resolutions of protest’, and is com- 
municating with the Minister of Labour “for assistance in establishing national negotiating 
machinery ”’. 
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are still in the aggregate almost certainly too low. No one can blame the 
banks for doing their best, on grounds of either expediency or morality, to 
look after these men, even though it must be at the expense of their abler 
(and/or more fortunate) colleagues. None can doubt that the burden of their 
salaries, in some cases very high indeed for the work done, has profound 
effects on the banks’ attitude to managerial salaries. And the managements 
must look wryly at the fact that, after all this, the unappointed men are 
probably still not satisfied. 


There is still room for debate about the need for a major new approach 
to the salary problem—dquite aside from the popular press arguments about 
relative “‘ standards ’’—in the long-term interests of efficient running of the 
banks. That argument, on the lines developed in the February article in 
THE BANKER, will doubtless continue. Meanwhile, the banks are presumably 
satisfied that the present settlement is as good as they can make it in all the 
relevant circumstances. In immediate Increases, assuming an average of {50 
per clerk, male and female, it will cost the banking system something like 
£5 millions a year, plus the heavy addition to pension fund payments; and in 
the absence of any real information as to the banks’ profit and loss accounts 
only the managements themselves can know what sort of impact this will 
make on their trading figures. 








U.D.T. in Scotland 





Though the financial services of the U.D.T. Group of 
Companies are world-wide, they have strong roots in 
Scotland, and many Scottish business men have found the 
answer to their particular financial problem in the offices 
of the United Dominions Trust Limited. 

The facilities available include medium-term loan capital 
for development or expansion, and finance for the 
purchase of equipment and transport, 


UNITED DOMINIONS TRUST LTD. 
Head Office: 


UNITED DOMINIONS HOUSE, EASTCHEAP, 
LONDON, E.C.3 
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Are the Building Societies Growing 
Too Fast ? 


By a Special Correspondent 


OR the building societies 1954 was a bumper year and an eventful one. 
fi: was a year in which many new records of performance were estab- 

lished. It was a year in which certain controversies arose inside the move- 
ment and it was a year that left one or two issues of major importance 
unresolved. 

The record performance can be readily, and briefly, established. In the 
first place, the societies’ new advances reached a total never approached in 
any previous year, namely, about £370 millions, or some £70 millions more 
than in 1953. Secondly, the amount due on mortgages to the societies at 
the end of the year, at £1,578 millions compared with £1,396 millions, likewise 
showed a record increment. So did the shareholdings and deposits, which 
rose by £219 millions to £1,760 millions, and so did total resources; they rose 
by {228 millions to the new “ high” of £1,870 millions. What from some 
points of view is more significant is that, notwithstanding the strong and 
persistent growth of the earlier post-war years, last year’s percentage increase 
in total resources, at just on 14 per cent., was the largest of the whole series. 
Table i, which is based on the Building Societies Gazette’s advance forecast of 
the Chief Registrar’s annual return, provides the material on which these 
statements rely, while Tables II, III and IV give detailed published results 
for the ten largest individual societies. 

The great increase in the balance sheet totals of the societies was, of course, 
the product of a plentiful inflow of new investment money offset by a strong 
demand for new mortgage loans. The supply of investment money possibly 
owed less than in the preceding year or two to transfers from the Post Office 
and other savings banks stimulated by the unpopular “tax probe’”’. But 
the greater part of it must, nevertheless, have been transferred from other 
repositories for savings, and the transfer must have been aided by the fact 
that the societies maintained their rates unchanged throughout the year in 
the face of a generally downward trend of short-term interest rates. Thus 
the great bulk of the societies throughout paid 2} per cent. on share money 
(the big Halifax Society, however, adhered to 2} per cent. on shares, while 
at the other end of the scale a number of the smaller societies offered 2? per 
cent.) and 2 per cent. on deposits, though the Bank rate fell from 33 to 3 
per cent. in May and the clearing banks at the same time reduced their 
deposit rate from 13 to 1} per cent. 

Demand for mortgage accommodation was sustained by the tremendous 
vigour of the housing drive and, of course, by the high state of activity of 
trade and industry. The total number of dwelling houses completed in the 
United Kingdom in 1954 reached a post-war record at 353,929 (compared 
with 326,804 in 1953), and of these 92,423 (compared with 64,867) were for 
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private owners. This increase in the number and proportion (26 per cent., 
against 20 per cent.) of houses built for private ownership was one reason 
for the increased demand for loans experienced by the societies. Another, 
though so far hardly as potent a one as might have been expected, was the 
adoption of the “tripartite guarantee ’’ scheme. Under this the societies 
undertook to advance to owner-occupiers more than the normal proportions 
of the value of their houses (i.e. up to go per cent., and for houses worth 
£2,000 or less 95 per cent.) against an undertaking by the Government, the 
local authority and the society concerned, each to bear one-third of any loss 
arising through default of the mortgagor in excess of the loss that the society 
would bear if the advance had been confined to its normal 80 per cent. limit. 
The plan becomes effective in any area only upon its specific adoption by the 
local authority; while many authorities have adopted it, many others have 





























TABLE I 
BUILDING SOCIETY MOVEMENT: COMPOSITE BALANCE SHEETS 
1938 
Liabilities émn. % Assets £mn. % 
Shares .. ve -- 548.3 72.2 Balances due on mortgages 686.8 90.5 
Deposits “a .a Sis 20.5 Investments és Ks 53.2 7.0 
Other Liabilities 13.3 1.8 Other assets (incl. cash) .. 18.9 2.5 
Reserves - ms 41.6 5-5 
758.9 100.0 758.9 100.0 
1953 
Shares .. a ' ae 81.5 Balances due on mortgages 1,396 85.0 
Deposits ‘i a 203 12.4 Investments i i“ 184 fe 
Other Liabilities x7 18 rz Cash > oe ~ 50 3.0 
Reserves i - 83 5.0 Other Assets a - 12 0.7 
1,642 I0o0.o 1,642 100.0 
1954 
Shares .. cs .. 1,540 82.4 Balances due on mortgages’ 1,575 S4.4 
Deposits sc - 220 II.7 Investments a 210 II.7 
Other Liabilities me 20 ri Cash es 1? ota 55 3.1 
Reserves ia go 4.8 Other Assets 15 0.8 
1,870 100.0 1,870 100.0 


—_-_—_—— 





abstained from doing so, apparently on the ground that they could themselves 
offer more favourable terms by virtue of their powers of borrowing from the 
Public Works Loan Board. It would seem, therefore, that the total amount 
of business done so far under this “tripartite guarantee’ fund has been fairly 
slender, very likely no more than {10 millions in all. 

Certainly much more important than the results so far achieved is the 
basic idea underlying the scheme. The basic idea is that the man desiring 
to own the house in which he lives is deserving of special favour and con- 
sideration—special, that is, even beyond the standards that the building 
society movement had itself established over the century or so of its existence. 
The “ tripartite guarantee ”’ plan is not the only expression of this idea. At 
least two of the large societies have put forward their own expressions—and 
at this point, it may be said, we enter the field of controversy. The Co 
operative Permanent Society, which is third in the ranking list, a few months 
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ago announced a plan whereby an occupier could, subject to certain conditions, 
obtain an advance of up to 95 per cent. of the value of the house repayable 
over 35 years as against the normal maximum of 25 years. And the Halifax 
in the last three months of 1954 and the first three of 1955 was charging a 
lower rate of interest for its mortgage accommodation (namely, 4 per cent. 
against 44 per cent.) than its rival societies. In his recent presidential 
address to the members of the society Mr. Algernon Denham explained the 
motives that had induced the Halifax to take this step. There are, he said, 
two opposing trends of thought about the interest terms that building societies 
should offer. One large section of the movement believes that “it has a 
duty to pay an investment rate which will attract a// the funds necessary to 
finance all the mortgage business available ’’. Other societies, including the 
Halifax, hold that “‘ the interest offered should be a fair return for the investor 
and that mortgage facilities should be granted according to the income thus 
derived ”’. 

The dispute is rather reminiscent of the old one about the hen and the 
egg. Building societies are mutual institutions that exist to satisfy both 




































































TaBLeE II 
TEN LARGEST SOCIETIES : MORTGAGE BUSINESS 
(£’000s) 
1938 1953 1954 
New Repay-| Balance New Repay-| Balance New Repay-; Balance 
Advances/ments*|end of year} Advances|ments*/end of year} Advances| ments* jend of year 
Halifaxt .. a ‘a 20,341 | 18,22 105,178 38,393 27,972] 174,972 50,894 33,040] 201,493 
Abbey National 7 13,499 | 12,573 79,207 38,362 22,273 156,400 43,177 26,913 180,691 
Co-operative Permanent 7,130 | 4,604 27,808 19,330 10,793 73,383 24,686 13,437 88,498 
Woolwich Equitablet .. 6,277 5,930 35,921 15,727 10,910 71,948 21,658 12,736 84,615 
Leeds Permanentt 5 8,054 6,495 38,001 13,854 9,929 61,964 16,472 11,211 70,251 
Provincial i an 1,701 1,325 9,194 8,381 7,635 44,091 10,927 8,323 48,986 
Alliance .. sy én 1,079 668 4,525 7,333 4,760 29,741 10,584 6,799 35,132 
Burnley .. +s - 2,190 | 2,335 14,155 6,789 5,544| 32,239 7,667 6,395 35,100 
Leicester Permanent .. 2,633 2,285 14,941 6,420 5,100 27,301 73304 6,175 29,743 
Temperance Permanent 946 942 6,024 3,476 4,647 26,189 5,892 5,172 28,219 
Total (Ten Societies) .. 63,850 | 55,381 334,954 158,065 | 109,563' 698,228 199,261 | 130,201; 802,728 
*Including interest. tTo January 31 of following year. tTo September 30. 


investors and borrowers, and while they cannot, of course, lend more than 
their shareholders and depositors entrust to them, they cannot, as they are 
restricted to a particular type of lending (apart from their “liquid ’’ funds 
which will yield them a relatively low return), pay higher rates to their 
investors than the rates that a sufficient number of mortgagors of houses 
are willing to pay. 

Mr. Denham in introducing the indefinable concept of a ‘“‘ fair rate ’’ and 
applying it to only one of the two parties on whom building societies depend 
for their existence, seems to assume that in a competitive market building 
societies will always be able to attract funds at rates determined on a priori 
considerations. If the test of ‘‘ fairness ’’ is to be applied to lenders it should 
surely also be applied to borrowers. Borrowers should not be favoured at 
the expense of lenders. They should pay a “ fair rate”. If one makes that 
concession, the doctrine of the ‘“‘ fair rate ’’’ becomes just as unworkable as 
the “ just price ”’ concept of the medieval schoolmen. The borrower, in fact, 
cannot claim an overriding priority of interest over the lender. On the other 
hand, it is quite possible to overstress the dominance of the lender. When 
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Sir Bruce Wycherley, managing director of the Abbey } 


it down, as he did recently, that ‘ 


Halifax* 


Abbey 
National 


Co-operative 
Permanent 


Woolwich 
Equitablet 


Leeds 
Permanentt 


Provincial 


Alliance 


Burnley 


Leicester 
Permanent 


‘Temperance 
Permanent 


Total (Ten 
Societies) 


point in building up the building society interest structure ’ 
rather far in the other direction, since, over the decades, building societies 
have at least as often been embarrassed by a plenitude of lenders as by 4 


1935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


[935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


1935 
1953 
1954 


*To January 31 of following year. 


Shares 
87,280 


163,337 
184,518 


35,370 
151,150 
181,200 


20,001 
70,290 
506,410 


7,405 
2,040 
86,489 


27,947 
62,090 
2 


449 


7,128 
39,730 
45,175 


3,901 
31,563 
38,583 


10,2382 
29,012 


33,5357 


[1,931 
25,000 
28,302 


2,706 


751 
28, 937 


i) 
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237,014 
670,581 


785,020 


plenitude of borrowers. 


TABLE III 
TEN LARGEST SOCIETIES : 


(Z’000s) 


Deposits 
35, 004 
39, 206 
49,523 


10,510 
20,051 
21,253 


9,506 
9,229 


11,811 


9,536 
6,729 


505 
1,909 
2,829 


4,060 
6,400 
6,730 


85,226 
110,505 


121,698 


Total 


Liabilities 


128,243 
214,318 


237,786 


51,949 
181,134 


213,401 


30,275 
86,674 
106,275 


39,353 
85,954 
103,438 


40,204 
74,6050 
85,303 


ES, 486 
31,285 
30,124 


06,191 
30,435 
33, “— 


341,730 
829,957 
959,972 





National Society, laid 
‘since the rate of interest paid to share- 
holders and depositors is in all circumstances the principal determinant of the 
mortgage lending rate, it follows that the mortgage rate cannot be the starting 
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society lending rates has now been resolved by the change of trend in short 
money rates and the raising of the Bank rate from 3 to 3} and 3} to 44 per 
cent. in January and February of this year. These events led the Halifax 
to retrace its steps and come into line with the other societies. On March 2 
last the society announced that as from February I its interest rate on shares 
would be raised from 2} to 24 per cent. (tax paid by the society)—not counting 
the annual bonus for which subscription shares and paid-up shares class I 
qualify—that the mortgage rate for new occupier-borrowers was being raised 
from 4 per cent. to 44 per cent. and that this latter rate would apply as from 
October I, 1955, to existing occupier-borrower mortgages. Whether this 
move of the Halifax may lead to counter-action by some of the other societies 
remains to be seen. It will depend partly on whether general money rates 
are still upward bound. Building society chiefs have constantly to proclaim 
that their rates do not vary with Bank rate. That, of course, is true, yet 
they are not immune—indeed, they are probably less immune than formerly, 
when the relative importance of the building society movement was less than 
it is now—to the influence of the trend of short-term rates. 























TaBLe IV 
TEN LARGEST SOCIETIES: LIQUID RESOURCES 
(£’000s) 
| 1938 1953 | 1954 
| Invest- Ratio Invest- Ratio Invest- Ratio 
Cash ments* % Cash ments* S Cash ments* % 
Halifaxt ea 5,187 17,182 17.4 3,928 34,854 18.1 2,22: 33,308 15.0 
Abbey National : as 1,156 4,266 10.4 5,074 18,405 13.0 5,189 26,213 14.7 
Co-operative Permanent .. 935 1,212 7.2 5,964 6,340 14.2 8,241 8,168 15.5 
Woolwich Equitablef = 221 2,918 8.0 2,249 II,14!I 15.6 2,745 15,420 17.6 
Leeds Permanentt .. cs 134 1,949 5.2 1,298 11,110 16.6 1,973 12,668 17.2 
Provincial .. aa ue 186 550 7.0 1,847 6,846 16.4 2,107 7,270 16.0 
Alliance us va si 63 50 2.4 699 3,672 12.6 697 6,065 15.7 
Burnley ga ‘he pe 325 756 9.3 926 4,182 13.6 I,1gI 5,863 16.7 
Leicester Permanent 7 56 473 3-4 1,030 2,741 12.1 1,571 4,547 16.9 
Temperance Permanent .. 38 130 9.9 940 3,138 13-4 1,246 3,902 15.3 




















*Investments at book, not market, value. tTo January 31 of following year. {To September 30. 


Meanwhile, the specific controversy between the Halifax and the rest is 
merging into a wider one, namely, whether the building society movement 
has latterly been expanding at a speed beyond its true strength. Mr. Denham 
said his “ fair return’ policy was a “ policy of restraint ’’ and he argued 
that such a policy was needed. It is easier to agree with his conclusion than 
with the argument by which it is reached. To charge lower rates to borrowers 
is surely a proceeding more likely to promote inflation than to pay higher 
rates to investors, for the former must tend towards higher prices for houses 
whilst the latter must encourage saving. But there is certainly evidence that 
the building societies were expanding last year at a rate at least as high as 
was good for them. They did not remain unaffected by the inflationary tide 
that began to flow in the latter part of the year. They were in the main 
current, and the effect of that was that the ratio of their reserves to their 
liabilities fell below the 5 per cent. level that the Building Societies’ Asso- 
ciation has for some considerable time past commended to its members as 
desirable. 

Admittedly, all the leading societies were careful last year to retain in 
‘liquid’ form a due proportion of the new investment money entrusted to 
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them. Table IV shows that every one of the ten largest societies maintains 
‘‘ liquidity ratios ’’ well in excess of the level of 10 per cent. that is regarded 
as standard practice; it shows indeed that most of them had ratios higher at 
the end of 1954 than at the end of 1953. An adequate holding of cash and 
easily realizable securities is a necessary defence against abnormal with- 
drawals of share or deposit money, but it is no safeguard against the con- 
tingency of a serious decline in the value of mortgaged properties. The 
only protection against that contingency, remote though it may be, is to hold 
a reserve of assets over the amount of the liabilities. Then, if assets have to 
be realized and do not yield the expected prices, there is a margin of value 
available to cover losses. As stated, the Building Societies’ Association 
recommends that the prudent ratio for societies to aim at is 5 per cent. But 
in fact, as Table I shows, the average reserve ratio for all societies is now 
definitely below this level. Even of the ten largest societies, only five (Table IT) 
can now claim to live up to the recommendation for which they have a col- 
lective responsibility. 
PAUSE TO REBUILD RESERVES ? 

Both Mr. Denham and Sir Bruce Wycherley, in the speeches already 
quoted, referred to the question of reserves. Mr. Denham said that while 
some authorities now held the Association’s 5 per cent. minimum ratio to be 
more than adequate, it would be “ wiser to err on the side of prudence than 
to operate on the assumption that prosperity will be with us for all time ” 
Sir Bruce thought that in view of the difficulty that rapidly expanding societies 
must necessarily have in preventing their reserve ratios from falling, the 
maintenance of adequate liquidity had for such societies ‘‘a_ special 
importance ’’’. But he agreed that “if one has to envisage a situation 
involving abnormal losses ’’ then it was reserves that would count and, while 
it might be that in such circumstances a difference of I or 2 or even 3 per 
cent. in its reserve ratio would not decide the issue of whether a society would 
sink or swim, he would not press that point too far. “‘ Otherwise ’’, said Sir 
Bruce, “‘ we might arrive at the conclusion that reserves were not necessary 
at all, which would be very remote from what I actually think ”’. 

The remarks of both these leading authorities seem unexceptionable and, 
indeed, there is no conflict between them. But the practical issue still remains. 
The Building Societies’ Association’s minimum reserve ratio recommendation 
is being widely honoured in the breach. What is the Association going to do 
about that ? Is it going to eat its words and say that it now thinks that 
4 per cent. or 3 per cent. is good enough ? It is to be doubted whether such 
a procedure would impress the public. Yet the matter ought not to be Just 
left to slide. The alternative course would be for the Association, while 
recognizing that in the exceptional circumstances of the past year or two 
many societies have found it impossible to implement its recommendations, 
to reaffirm it and to call upon its members from now on seriously to set the 
target in their sights. That would mean that the movement as a whole, and 
many individual societies in particular, must submit to slowing up their 
recent exceptional rate of expansion. This may be a hard decision to take. 
Yet few institutions can less well afford to incur the suspicion of inflationism 


than the building societies. 

















~~ 


CTerwe wFr eFF YW FY 


4 


Vw 




















Bankers and the Legal Standard of Care 
By W. H. D. Winder 


NLY rarely has it happened that a court has held that a bank has 
() atin short of the legal standard of care required in the operation or 

opening of a customer’s account. One instance last year was the 
decision of Mr. Justice McNair in Bute (Marquess) v. Barclays Bank Ltd. 
(1954, 3 Weekly Law Reports 741), a case that provides an instructive illus- 
tration of the working of Section 82 of the Bills of Exchange Act, 1882, that 
shield of the collecting banker against the darts of third persons who have 
been defrauded by a customer. The section, as most readers of THE BANKER 
wil] be well aware, lays down that where a banker in good faith and without 
negligence receives payment for a customer of a cheque crossed generally or 
specially to himself, and the customer has no title or a defective title thereto, 
the banker shall not incur any liability to the true owner of the cheque by 
reason only of having received such payment. After observing that Section 82 
has given great trouble to the courts, a member of the Court of Appeal once 
asked, ‘“ What is negligence under the circumstances ? ’’ and answered: “‘ The 
difficulty is that the statute does not speak of any corresponding duty but 
leaves that to be inferred. I think the duty of the defendants [the bank] to 
the true owner of the cheque was (1) to exercise the same care and forethought 
as a reasonable man would bring to bear on similar business of his own (see 
Sir John Paget on Banking, 4th ed., p. 274), and (2) to provide a reasonable 
and competent staff to carry out this duty’. (Lord Justice Sankey in Lloyds 
Bank Ltd. v. Chartered Bank of India, Australia and China (1929 1 K.B. 40, 69)). 

In the recent case the court was called upon to apply these generalities 
to a situation in which a person succeeded in opening a banking account with 
payable orders issued by a Government Department. Such orders, it will be 
recalled, are not negotiable instruments, but are brought by Section 17 of the 
Revenue Act, 1883, within the protection afforded to bankers by Sections 
76 to 82 of the Bills of Exchange Act, just as if they were cheques; the section 
provides that ‘“‘ The Paymaster-General and the Queen’s and Lord Treasurer’s 
Remembrancer in Scotland shall be deemed to be bankers, and the public 
officers drawing on them shall be deemed customers ”’. 

The facts in the Bute case were briefly as follow: In August, 1948, one 
M was appointed manager of three farms in Scotland belonging to the plaintiff. 
His duties included the making of applications to the Department of Agri- 
culture for Scotland for hill sheep subsidies in respect of the farms, and in 
January, 1949, he forwarded three such applications. On May 9, 1949, 
M left the plaintiff's employment. No fresh instructions were sent by the 
plaintiff to the Department of Agriculture and in September, 1949, the 
Department, in accordance with their usual practice, sent to M, in satis- 
faction of the applications, three warrants crossed “‘ Not negotiable ’’, and 
stating: “ If this form duly receipted is presented through a bank within one 
month the King’s and Lord Treasurer’s Remembrancer will pay Mr. D.M. of ” 
(the name and address being in a printed rectangle) “£133 10s. [in one case] 
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in respect of Hill Sheep Subsidy, 1949’. Immediately opposite the name 
“Mr. D.M.” but outside the box were the words “ (for the Marquess of 
Bute)’. At the foot of the form was a note: “ The receipt must be signed 
with exactly the same name as is shown in the address’. On September 27, 
M (the Mr. D.M. of the warrant) applied to a bank in Yorkshire for permission 
to open a personal account with the warrants, and the bank, although he was 
unknown to them, credited the amount of the warrants to an account in his 
name and forwarded them for collection. The proceeds were in due course 
credited to the bank, and, having taken up references, the bank permitted M 
to draw on the account. The plaintiffs brought an action in conversion 
against the bank and recovered from the bank the amount payable under 
the warrants. 

The standard by which the absence, or otherwise, of negligence is to be 
determined must be ascertained, according to the well-known statement of 
Lord Warrington in Lloyds Bank Ltd. v. E. B. Savory & Co. (1933 A.C. 201, 
221), ‘‘ by reference to the practice of reasonable men carrying on the business 
of bankers, and endeavouring to do so in such a manner as may be calculated 
to protect themselves and others against fraud’. Applying this criterion, 
Mr. Justice McNair held that what had happened at the Yorkshire branch 
was fatal to any defence based on Section 82 of the Bills of Exchange Act 
and that negligence existed. M had applied to one of the three cashiers at 
the branch and he was asked by the cashier for references and was told that 
the account could not be operated until the references were taken up. 
Nevertheless on the same day, before the references were taken up, he, in 
the presence and with the assistance of the cashier, signed the receipts on 
the warrants, entered their amounts on a paying-in slip, and handed the 
warrants over the counter. The total amount of the three warrants (£546) 
was the same day credited to an account in M’s name with the bank, and the 
warrants themselves, after being specially crossed by a rubber stamp bearing 
the name of the bank, were forwarded for collection to the Exchequer, Edin- 
burgh. Their proceeds were in due course, on or about September 30, credited 
to the defendant bank. On October 12 the bank, having received satisfactory 
replies from two of the references provided by M, but not having in any way 
communicated with the plaintiff (“for ’’ whom, according to the warrants, 
he would be receiving the money), issued a cheque book to M and permitted 
him to draw on the account. 

In evidence at the trial, the cashier (the honesty of whose evidence the 
judge accepted) stated that, though he had dealt with payable orders issued 
by Government Departments before, he had never dealt with warrants in this 
form, that he did not connect the reference to the Marquess with the payee’s 
name at all, and that he regarded the words “ for the Marquess of Bute ”’ as 
no more than a note or memorandum for M intended to indicate to him the 
source from which the money was coming. In the judgment of Mr. Justice 
McNair, however, there was no justification, either in the form of the docu- 
ments or in the circumstances in which they were produced to the cashier, 
for such belief. It seemed to him that “no reasonable cashier ”’ in that 
branch of the bank to whom a complete stranger presented warrants in this 
form, which, on the face of them, bore a clear indication that they were pay- 
ments in respect of hill sheep subsidy payable by the Department of Agriculture 
for Scotland and an address in Rothesay, Bute, could have read them as 
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containing a representation that payment could safely be made to the 
personal account of M without any inquiry. According to Mr. Justice McNair, 
‘They bore the clear indication at the lowest that M7 was to receive the 
money as agent or in a fiduciary capacity, and it is elementary banking 
practice that such documents should not be credited to a personal account of 
the named payee without inquiry ’’. Moreover, the plaintiff was held not to 
be estopped from asserting that he and not his agent, or former agent, M, was 
entitled to the money. As a matter of construction, it was decided that the 
warrants did not contain a representation that payments might be made to 
M personally. 

The case contained an interesting discussion of the meaning of the “ true 
owner’ of a cheque for the purposes of the Act. Was the plaintiff at the 
material time the “‘ true owner ”’ of the warrants? On his behalf, reliance 
was placed on the well-known decision in Midland Bank Ltd. v. Reckitt (1933 
A.C. 1) and other cases as establishing that the innocent principal and not 
the fraudulent agent was the true owner in such circumstances. But 1n each 
of those cases there was fraud in the drawing or in obtaining the drawing of 
the cheque; they did not really assist in the solution of the Bute case, in 
which the fraud consisted in the dealing with warrants properly drawn in 
accordance with the principal's instructions or at least with his knowledge, 
actual or imputed. It was accepted that 4/7 was authorized by the plaintiff 
to make application for the subsidies in the way he did and that the plaintiff, 
through his estate office, must be taken to have known that the warrants 
would be sent to M in the form “ Pay M for the Marquess of Bute ”’. 

It was held that the test in this case was to be found in the intention of 
the drawer as expressed in the document. The words used were held, particu- 
larly having regard to their position on the warrants, to form an essential 
part of the description of the drawee. On this view, the warrants contained 
i promise to pay A for B. Admittedly this formula is different from “ Pay B 
through A ”’, which is dealt with in the case of Slingsby v. District Bank Ltd. 
(1932 I K.B. 544). But, having regard to the fact that the warrants on their 
face purported to be payments in respect of hill sheep subsidy, which, to the 
knowledge of the drawers, was due to the Marquess of Bute and not to M, 
it seemed to Mr. Justice McNair to be plain that the intention of the drawers 
must be taken to have been that the plaintiff should be the true owner of the 
warrants and their proceeds, and not that the true owner should be M, leaving 
him merely accountable to the Marquess. 

Furthermore, the judge could see no valid distinction between “ Pay A 
for account of 6” and “ Pay A for B”’. He was fortified in the opinion 
that the former phrase connotes that B is to be the true owner by the opinion 
of the late Sir John Paget, K.C., given in an answer to question No. 326 in 
Questions on Banking Practice (1930 edition). Accordingly, quite apart from 
the fact that at the material time M’s authority had been terminated, the 
plaintiff was the true owner at all times, including the date of the conversion. 

Some of the decisions of the courts in the last twenty or thirty years on 
the liabilities of bankers have come as something of a shock to the banking 
world and have called for some revision in banking practice. It is believed 
that, on reflection, the decision in Bute (Marquess) v. Barclays Bank Lid. 
will not be considered to be in this category but that, on the contrary, it will 
be acceptable to the best banking as well as to the best legal opinion. 
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SCOTLAND: 


A Financial and Industrial Survey 





Scotland’s Financial Institutions 
By a Special Correspondent 


cent., that is by only fractionally less than in the United Kingdom as a 

whole. Unemployment fell steadily, being lower in every month than a 
year before. The country was enjoying the fruits of the patient work and 
capital investment that have gone into the rehabilitation of old industries 
and the establishment of new ones since the end of the war. An added reason 
for confidence was the increase in orders for new ships—the running down of 
order books at the shipyards in 1953 had caused much anxiety to all those 
who remembered the stagnation of the ‘thirties, and who realized how many 
industries depend for their prosperity upon a high level of activity in ship- 
building. There have, indeed, been many warnings to industry as a whole of 
the danger of complacency in the face of intensified competition in export 
markets; but anyone who visited the Scottish Industries Exhibition last 
September must have been impressed by the quality of the great variety of 
products on show. 

That there is need for further large-scale investment in Scottish industry 
is a proposition that scarcely anyone would deny. Scotland perhaps no 
longer lags significantly behind the rest of the United Kingdom in this 
sphere; but, in the light of its particularly high dependence on export trade, 
continued development to keep pace with the most up-to-date methods 1s 
especially important. It is often maintained that development and expansion 
of Scottish industry are hampered primarily by lack of capital. This article 
surveys the financial institutions of Scotland in an attempt to assess whether 
financial facilities are in fact inadequate. 

By comparison with the geographical size of Scotland and the number of 
its population, the resources of its financial institutions are large. The con- 
tribution of its banks to the finance of industry can be gauged from the size 
of their advances, which at end-1954 stood at {229 millions. But the réle of 
the banks, recent trends in which are considered in the ensuing article, needs 
no explanation here. It is with the other financial institutions that this 
article is concerned—notably with the insurance companies and investment 
trusts, the stock exchanges and the smaller special organizations providing 
links between savers and investors. 

There are thirteen insurance companies usually classed as Scottish, although 
two of these have head offices in London as well as in Scotland. Eight are 
mutual companies, most of them specializing in life assurance business. None 
of the Scottish companies numbers among the giants of the insurance world, 
but all of them have a fine tradition, stretching back in almost every case for 
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more than a century, and all enjoy a high reputation. The companies have 
branches and agencies in England and Wales as well as in Scotland, and some 
of them do an extensive business overseas. 

The make-up of the funds and the distribution of investments of the 
Scottish insurance companies are shown in the accompanying table, which is 
drawn from the Board of Trade summary of statements of assurance business 
for 1953. From the standpoint of the investment potential of the companies, 
the “‘ other insurance funds ’’, totalling £74 millions, should be left out of the 
reckoning, as their employment is controlled by special considerations. For 
the most part the companies’ holdings of industrial shares relate to the life 
and annuity funds, totalling £387.6 millions at end-1953. The companies’ 
total holdings of debenture, preference and ordinary shares together amounted 
to £220 millions, and the equity portfolio alone to £93 millions. The pro- 
portion of the life funds employed in industrial loan and risk capital thus 
appears to have been considerably higher than that of around one quarter 
and one eighth respectively obtaining for the U.K. life offices as a whole. 

Despite the considerable proportion of the companies’ funds that is 
drawn from outside Scotland, it is generally the case that a sound Scottish 
industrial offer, tailored to their requirements, is unlikely to fail through lack 


SCOTTISH INSURANCE COMPANTES* 


(f millions) 


Capital and Reserves e* oe 41.9 Mortgages .. os o* “ 37.8 
Lite and Annuity Funds .. ~- 387.6 Loans to public authorities ‘a 11.7 
Other Insurance Funds oe oo §©=—- 4 I British Government Securities .. 138.2 
Other Government Securities + feaa 
Debentures .. ae a .« ae 
Preference shares .. es -« 343 
Ordinary shares 92.9 


*Palance sheets at end-1953 of 13 companies with head offices in Scotland. 


of insurance company support. This, admittedly, covers only the large, well- 
established concerns; but, through loans against policies and mortgage business, 
the insurance companies contribute something to smaller businesses as well. 
An important indirect channel through which insurance funds also flow into 
industry is, moreover, provided by financial institutions that are highly 
significant in their own right—the investment trusts. 

The first Scottish investment trusts were formed in Dundee in the 1870s 
under the guidance of Robert Fleming, generally regarded as the “ father ”’ 
of investment trusts. Dundee is still the home of the largest trust in the 
country—the Alliance Trust Company; but the greatest concentration of 
companies is in Edinburgh. 

The share and loan capital of the Scottish investment trusts totals £149 
millions, plus reserves of £18 millions. Of this capital, debentures account for 
{66 millions, preference stocks for £44 millions, and ordinary stocks for £39 
millions. There is, unfortunately, no published indication of the proportion 
of trust funds employed in Scotland, nor of the proportion derived from 
Scottish sources. It is natural that the Scottish trusts, having over a period 
of eighty years established a high reputation, attract investors in England 
and Wales as well as in Scotland. Even if the amount of their Scottish 
investments represents a small proportion of their funds, that amount is 
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almost certainly larger than it would have been if, from the beginning, the 
trusts had limited their interests to Scotland. Moreover, the geared struc- 
ture of their capital has made their prior charges attractive to insurance 
companies, trustees and others concerned primarily with security, so that by 
this means “ fixed interest ’’ capital is in some degree eventually directed 
towards equities. Apart from their direct contribution to industry's resources, 
the trusts play an important part in promoting the activity—and therefore 
the flexibility—of the local stock exchanges. 

Of the four Scottish exchanges, by far the most important is Glasgow. 
With a membership of 151 and an official list covering 1,033 securities, it is the 
second largest stock exchange in the country. Its magnificent dealing room 
is a source of pride to its members and of envy to others, and, judging by the 
daily lists of business transacted, its turnover is considerable. Edinburgh 
ranks next with 58 brokers and a list of 702 securities. Its turnover is less 
impressive, but, as might be expected, it has a considerable market in invest- 
ment trusts, bank and insurance shares. Dundee has ten brokers and lists 
141 securities, of which 85 are the issues of investment trusts; the remainder 
comprise mainly those of local companies and of Dundee Corporation. The 
Aberdeen Exchange is the smallest Scottish exchange, having only nine 
members, and an official list of 97 securities. 

The importance of these exchanges in Scotland's financial structure is 
considerable, notwithstanding the narrowness in the market for many of the 
securities. For without the local exchanges there would be no market at all 
for any but the very largest companies, and the transition from private to 
public company would be more difficult. 

The Scottish share in financial institutions that developed in the last 
century is much greater than its share in those that have grown up in the 
past fifty years. Scottish building societies listed in the Banking Securities 
Handbook number thirty-two, but the vast majority of these are small and 
local in their scope. Only five have assets of over {500,000 and the largest, 
the Scottish Amicable, ranks sixteenth in the United Kingdom, with assets of 
{20.8 millions. All the large English societies have branches in the larger 
Scottish towns, with agencies elsewhere, and the total of £28.8 millions lent 
by the Scottish societies does not therefore provide any measure of Scotland's 
participation in this sphere. 

In hire-purchase finance English concerns predominate to an even greater 
extent. The only Scottish companies of any size are the Scottish Midland 
Guarantee Trusts. These were bought up last year by the Commercial Bank 
of Scotland, which thus became the first bank in the United Kingdom to 
enter directly into hire-purchase finance. 

The above catalogue suggests that the large, well-managed Scottish com- 
pany should not have any great difficulty in raising funds in Scotland. But 
what of the smaller company ? The Scottish banks all participate in the 
Industrial and Commercial Finance Corporation, which has had two agencies 
in Scotland since its inception and recently opened a branch office in Edin- 
burgh. Further, a year after the establishment of the I.C.F.C., a number of 
Glasgow and Edinburgh investment trusts combined in 1946 to set up a 
Scottish finance corporation, Glasgow Industrial Finance, which has been 
responsible for a number of successful issues. There has, however, been no 
counterpart in Scotland of the numerous institutions formed in London 
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during the past two or three years to give financial aid to private companies 
threatened by estate duties. It is doubtful whether yet another specialised 
institution could do any more than is being done by those already in the 
field and through informal contacts between the banks, investment trusts 
and insurance companies. 

In the smallest businesses, of course, the individuals or firms with a new 
process or invention that they hope to develop still have to rely mainly on 
their own capital and such help as they can obtain from relatives, friends and 
employees. The principal repositories of capital in small amounts that might 
be drawn upon for such purposes are the deposits of the trustee savings banks. 
Total deposits in the Scottish savings banks at November 20, 1954, amounted 
to £268 millions—or over £53 per head. There is evidently no shortage in 
scotland of capital for small-scale investment. 


Consolidation in Scots Banking 
By Frank S. Taylor 


HE prosperity of Scotland during 1954 was clearly reflected in the exper- 

ience of the banks. Their annual balance sheets, fully analysed in the 

accompanying customary series of tables, plainly show that the Scottish 
banks this vear, unlike the previous one, have been gaining deposits a good deal 
faster than have the London clearing banks; but because of the spread of six 
months in the dates of the balance sheets, it is probably unsafe to draw any firm 
conclusions from this variation in experience. 

Aggregate deposits of the six banks rose during their differing accounting 
vears by £49 millions, to £834 millions, or by 6.3 per cent., in contrast with 
only 1.7 per cent. in the previous year and with the clearing banks’ gain of 
35 per cent. in the calendar year 1954. Advances of the Scottish banks also 
rose strongly; even so, their increase of £23 millions, or I1.1 per cent., only 
just kept step with the clearing banks. In consequence, liquid assets, instead 
of contracting as they did in England, expanded quite sharply (by {£25 
millions) despite a {g millions rise in investment portfolios. Hence the ratio 
of liquid assets to deposits and notes made up half of its previous year’s 
decline, rising from 34.3 to 35 per cent., while the advances ratio, though a 
full point above the low level to which it dropped in 1953, was still under 
25 per cent. Note issues rose by a further {6 millions, not quite so fast as 
in 1953, and acceptances by {9} millions. Capital and reserves (including 
carry-forward) rose by £3.1 millions, and the aggregate balance sheet for the 
first time topped £1,000 millions. 

Increased resources, rising advances and, despite the reduction in Bank 
rate in May, 1954, relatively favourable interest rates meant higher earnings; 
and as the gilt-edged market was rising for most of the period, inner reserves 
must have been strengthened rather than depleted. The result was an increase 
of about 13 per cent. in the published profits. The three banks that had 
increased their dividends by 1 per cent. in the previous year—these were the 
‘independent ” banks, the Royal, the Bank of Scotland, and the Commercial 

each added a further 1 per cent.; and those that had not done so added 
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2 per cent. These increases led to some searching of the records, and it was 
found that the British Linen Bank’s last change in dividend had taken place in 
1916, the National’s in 1920, and the Clydesdale and North of Scotland’s (with 
a decrease) 1n 1931. 

Three of the banks—the Royal, Commercial and National—carried out 
capital reconstructions during the year and, in order to do so, transferred 
substantial sums from inner to published reserves. THE BANKER commented 
upon the individual schemes of reorganization when they were announced,* 
but their effect on the general picture merits attention now; it is shown in 
the accompanying table. The average ratio of capital and reserves to total 











1953 1954 
Capital Reserves Capital Reserves 
émn. {mn. émn. £mn. 
Bank of Scotland 4.5 4:5 4.5 4.5 
Royal - 4.2 4.8 6.0 5-0 
British Linen - 5.2 3.4 a 2.5 
Commercial 2.6 4.0 4.0 3.0 
National .. a 1.5 2.5 2.4 2.4 
Clydesdale & North 2.4 2.9 2.4 2.9 
16.4 2.0 20.5 21.1 





resources is now 4.7 per cent., still below the level immediately after the war 
(5.8 per cent.) and less than half the pre-war level (9.7 per cent. in 1938). 
The Royal Bank and the Commercial Bank both had particular reasons for 
altering the structure of their capital this year, but, these apart, it would appear 
that the banks regard equality, or near-equality, between capital and reserves 
as the normal relationship. 

The Union Bank of Scotland, the shares of which had been purchased by 
the Bank of Scotland in 1952, ceased to exist as a separate entity on March I, 
1955. In its new form, the Bank of Scotland deploys resources of {222 
millions. It now has over 400 branches, in 254 places, and the extent to 


Deposits No. of Branches Deposits per Branch 
émn. 
Clydesdale & North .. a 179.6 325 553,000 
Bank of Scotland av nd 176.5 402 439,000 
Royal on ‘“ ‘i 147.2 200 730,000 
Commercial .. ba ‘a 130.0 250 520,000 
National - sa < 113.3 169 670,000 
British Linen .. - ee 87.4 188 405,000 


which the systems of the two banks complement each other is shown by the 
fact that in 199 of them only one of them was represented. Scope for the 
closing of branches may therefore be less than some people had imagined. 
It is always difficult to gauge the earning power of individual banks, and 
the total figures can be misleading. Figures of deposits per branch are also 
open to objection in that they give the same value to a London office as to 
a three-man branch in the Highlands. Nevertheless, they do serve to counter- 
balance some of the impressions given by considering the balance sheet figures 
alone; in particular, they show the position of the smaller banks in a rather 
more favourable light than do the usual tables of statistics. On the face of 





*See THE BANKER for October, 1954, and January, 1955. 
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them these figures seem to show that scope will have to be found for the 
closing of quite a number of branches before the full benefits of the Bank of 
Scotland’s acquisition can be derived. 

The exceptionally high figure of deposits per branch shown for the Royal 
Bank is a reminder of its large interests in London. This _ year, 
having changed its accounting date to December 31, the bank issued for the 
first time a consolidated balance sheet incorporating the figures of Williams 
Deacon's Bank and Glyn, Mills & Co., its clearing bank subsidiaries. The {11 
millions of capital and reserves of the Royal Bank are now seen not in relation 
to its own resources of £181 millions but against the £414 millions total of the 
consolidated balance sheet. This figure gives the Royal Bank sixth place in 
the list of British banks. 


SCOTTISH BANKS—LIABILITIES 
(¢ millions) 














LATEST 
CAPITAL AND RESERVES* DEPOSITS ACCOUNTS 
1938 1952 1953 1954 1935 1952 1953 1954 
Bank of Scotland .. 4-8 5-7 5-8 9.4 37-9 93-5 99-4. V6, 28. 2.55 
Union Bank.. i S.1 9.3 3.8 : 69.9 139.7 71.9 ssi = 
Royal : a 6 @0. 9.3 88 35-6 78.2 141.9 147.2 31.12.54 
British Linen - $6 6.85 4.0 40 64.7 28.8 @3.6 87.4 30. 9.54 
Commercial .. 3-6 4.1 6.8 7.2 38.3. 97.5 124.8 130.0 31.10.54 
National ' - 4: 37 -452 §4 33-2 74.6 96.6 113.3 31.10.54 
Clydesdale & North 6.0 6.4 6.4 6.5 64.7 159.9 106.4 179.0 31.12.54 
35-4 40.0 40.3 43.4 325.2 7604.5 7384.60 834.0 
NOTES ACCEPTANCES AND DRAFTS 
1935 1952 1953 1954 1935 1952 1953 1954 
Bank of Scotland 4 12.5 12.9 : 4.8 3.4 ‘33. ~_ 
Union Bank.. cf 10.7 9.1 — 4.8 Pe | 5-5 Sf 3: 
Royal ie = Pe 9.4 12.1 13.3 1.5 3.0 7.2 9.3 
British Linen ” ee 14.5 10.2 10.9 4.1 4.5 4.9 5.2 
Commercial .. 2.9 10.4 16.3 17.5 3.1 9.2 2.9 3.3 
National ' H% 2.6 8.8 It.1 11.5 ‘2 6.1 5.5 6.0 
Clydesdale & North 5.3 18.6 20.2 24.7 ..2 6.9 8.1 10.1 
23.7 84.9 91.9 97-9 20.5 40.5 37°+5 47-0 
TOTAL DEPOSITS ..  £834.0 millions ToTAL NOTES ras .. £91.9 millions 
Increase over 1938 .. 157% Increase over 1938 .. 313% 
Increase over 1953 .. 6.3% Increase over 1953 6.5% 


*Including carry-forward. 


The banking event that aroused the greatest discussion during the past 
year was undoubtedly the acquisition by the Commercial Bank of Scotland 
of two hire-purchase finance companies, the Scottish Midland Guarantee 
Trust and its subsidiary, the Second Scottish Midland Guarantee Trust. Both 
of these were subsidiaries of the Scottish Motor Traction Co. Ltd. and were 
responsible for the major part of the latter company’s borrowings of £1 million 
from the Commercial Bank shown at September 30, 1954. (Amounts due by 
hirers at that date were £4,183,000.) The purchase price was £1,750,000, and 
this obviously was not unconnected with the strengthening of the bank's 
capital structure shown in the accompanying tables. Commenting on these 
acquisitions at the bank’s annual meeting, the governor stressed the point 
that the companies are engaged in the finance of motor vehicles and industrial 
machinery. These are fields in which bank lending in Scotland is somewhat 
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circumscribed by the fact that Scots law will not countenance any security 
over moveable property unless it is in the actual or constructive possession 
of the lender. The hire-purchase contract provides almost the only way of 
overcoming this difficulty. 

The experiment is an interesting one, but whether any other bank will 
follow the Commercial Bank’s lead is open to question. In any case, there 
must be few, if any, who have customers with hire-purchase subsidiaries, of 
a suitable size and type, that they are willing to sell. The Commercial’s 
move and the reasons adduced for it do show, however, a searching for more 
remunerative avenues for the employment of funds. The low ratio of 
advances to deposits and the meagre return (in relation to the risk of depre- 
ciation) on gilt-edged securities provide an adequate impetus for such a 
search. And if these were not sufficient the rumblings on the salary front 
would reinforce them. Thus far, the Scottish banks (which negotiate as a 
body on salary questions with the Central Council of Scottish Bank Staff 
Associations) have not announced any reorganization of their salary arrange- 
ments on the lines of those carried out by the English banks, but that a claim 
is being put forward by the Central Council and an offer being made by the 
banks are matters of common knowledge. The only outcome that is certain is 
that the banks’ overhead costs will increase. 





Mixed Prospects for Scotch 
By D. F. Mackenzie 


HE Scotch whisky industry occupies a key place in Britain’s economy. 

In 1954 exports of Scotch whisky to the United States brought in dollars 

to the value of {20.1 millions—that is around one-seventh of the total 
proceeds of Britain’s exports to the United States and nearly twice as much 
as the nearest runner-up, the vehicle industry. Yet the Scotch Whisky 
Association, the voice of the industry, has been issuing dire warnings to the 
Chancellor of the Exchequer that the position is by no means secure in dollar 
markets. At the same time it acknowledges that there is an unsatisfied 
world demand that looks like remaining for some years to come and expects 
output to reach a new peak in 1955. But the industry has fears for its 
home market. 

The basic cause of this uncertainty is, of course, the discovery of successive 
Chancellors of the potentialities of whisky and other spirits as a source of 
revenue. In 1849 the duty on a proof gallon was 3s. 8d. By 1914 it had 
risen to {1 10s. In 1920 it was raised to £3 12s. 6d., at which it remained 
until 1939. Since then it has been raised in a series of remarkable jumps, 
and now stands at no less than £10 10s. per proof gallon. On every bottle sold 
to the public the basic price is 11s. and the excise duty 24s. 7d. In the fiscal 
vear 1953-54 this yielded nearly £50 millions in excise. 

The increases in taxation have had a profound effect on the consumption 
of spirits throughout the country—and on consumption of whisky in par- 
ticular. In 1902 Britain consumed 36 million gallons of all home-produced 
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spirits; by 1938 consumption had fallen to just under 10 million gallons. In 
1949—when total home consumption was strictly limited by quota—the 
figure was down to 5.7 million gallons, of which the official whisky quota was 
just 2 million gallons. By the end of that year, however, that quota had 
been raised to 24 million gallons. At the beginning of 1954 control was 
removed; for the first time in fourteen years the industry was permitted to 
sell where it wished—though the Scotch Whisky Association had promised to 
maintain and improve exports. That promise was kept, for although home 
supplies rose by 450,000 gallons to 4,800,000 gallons, exports reached the all- 
time record figure of 13,700,000 proof gallons, which earned for Britain 
£39 millions, more than half of it in dollars. 

The whisky industry is, of course, still subjected to the fundamental 
limiting factor of the amount of mature whisky available for blending—and 
there is at the moment still less mature whisky than there is demand for it. 
The industry has retained its high standards only by always refusing to depart 
from its own self-imposed conditions of maturity. These in turn derive from 
the very high craft standards created by the Scots who originally founded 
the industry. 

The control of this remarkable industry is now concentrated in the hands 
of a few firms of world renown; but in structure it has changed little. Dis- 
tilling is carried out in comparatively small distilleries scattered widely over 
the country, while the blending is concentrated not in the Highlands but in 
the Lowlands of Scotland. There are at present no fewer than g7 distilleries, 
extending from the Orkneys to Wigtownshire. The Highland whiskies are 
malt and the Lowland whiskies distilled from grain; the final product 1s a 
blend of the two whiskies, though originally the malt whiskies were sold as 
such. Of the 20,000 workers in the industry, the actual whisky makers number 
only 3,000 or so; the rest comprises mainly the female labour employed in the 
blending establishments. The highest skill goes into the blending and only 
the best of properly matured whisky is incorporated in the final product. 

The latest development projects in the industry have taken place in the 
heart of the malt whisky area. The Highland Distilleries Company has just 
completed a new three-storey bond, with a capacity of half a million gallons, 
at its Tamdhu Distillery in Knockando. Another bonded warehouse of 
similar capacity is being erected in Dufftown, at Glenfiddich Distillery; and it 
has been pleasing to witness the modernization by Scottish Malt Distillers of 
the Imperial Distillery at Carron, a distillery built more than sixty years ago 
and out of action for many years past. 

These additions to capacity will not, of course, bear fruit for a number of 
years. Under the programme of release followed by the industry, whisky 
made in this forthcoming year will not be on the market until 1962. Such 
schedules have been rigidly respected in spite of the many temptations that 
have been put in the way of whisky makers—who have in addition taken all 
steps possible to prevent the export by outsiders of immature whiskies to 
world markets. Exports of immature whisky did fall appreciably last year. 

The year 1955 should be a good one for the industry. Stocks held by 
members of the Scotch Whisky Association are, at 157.9 million proof gallons, 
higher than ever before, and every year a greater proportion of them becomes 
mature. Demand in the American market continues strong and there is a 
steadily increasing demand from Australia and New Zealand. Exports to 
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South America and to Europe have also been increasing in the past year. 

Yet there remains a fear that the vital North American market—concen- 
trated for the most part in the United States itself—may be dangerously 
vulnerable. Competition in America and in Canada from native whiskies is 
exceedingly keen, and becomes keener each year as the local whiskies grow 
older. Scotch whisky accounts for only 6 per cent. of the total American 
consumption of whisky; and, despite costly and well-conducted advertising 
campaigns by Scotch whisky firms in America, genuine Scotch is neither 
widely known nor universally consumed. Domestic whiskies, with the 
exception of Bourbon, are cheaper than Scotch whisky, and Bourbon is about 
the same price. 

The Scotch Whisky Association asserts that the Chancellor himself could 
aid the industry in its export markets—holding that just as past increases in 
the United Kingdom duty have been copied by other countries, so would a 
reduction in the home duty be followed by reductions in the United States 
and Canada, which would improve the competitive position of Scotch. The 
Chancellor has, not altogether unexpectedly, turned a deaf ear to the plea 
for a removal of the last two increases in duty, which would bring down the 
retail price of a bottle to 25s. gd., and according to the Association, permit a 
large expansion in sales in the home market. Apart from the possible loss 
of revenue entailed, the Chancellor had clearly to consider the effect on exports. 
This extraordinary and fine industry seems likely to receive the reward for its 
splendid record as a dollar earner only when its efforts in that very field cease 
to be so successful, and a stimulus to home sales becomes desirable. 





Continued Protection for Jute 


By Barry Mortimer 


N recent years the jute industry of the United Kingdom—which is found 

almost entirely in Dundee—has, to borrow an American phrase, “ never 

had it so good’. Between 1950 and 1954 output of yarn rose by 27 per 
cent. to 131,000 tons, and output of cloth rose by 30 per cent. to 81,000 tons. 
Expansion has seemed all the brighter in comparison with the shadows of 
the ‘thirties, when Dundee was stricken by competition from cheap Indian 
jute goods. 

Yet until last year the industry could never feel that it had left those 
shadows for good; for its prosperity hinged on a form of protection that arose 
quite fortuitously from a system of controls evolved in the war and that could 
at any time be scrapped by a Government decision. True, the President of 
the Board of Trade in the Labour Government had once remarked that the 
national importance of the industry was “ recognized *’, but so vague a state- 
ment could hardly allay fears for the future. 

Then, early in 1954, the Conservative Government gave Dundee the 
assurance it sought. Lord Woolton, Minister of Materials at that time, 
announced that the present arrangements for the public import of jute goods 
would continue “ until appropriate measures to safeguard the home industry 
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under conditions conducive to efficiency can be worked out and introduced ”’. 
This followed his statement that imports of raw jute would be returned to 
private hands. The Minister’s statement at last frankly recognized the 
protective character of the Jute Control. This had never been formally 
admitted before, though the continued existence of the Control long after 
jute and jute goods were in ample supply was sufficient evidence of that 
function. The protective features of the Control are twofold: it is the sole 
importer of jute goods; and it equalizes the prices of home-produced and 
Indian goods. 

The system of equalizing prices of imported and Dundee jute goods has 
been modified by the ending of official control of Dundee prices last December, 
though there has been little effective change. Until December, the maximum 
prices of home-produced jute goods were controlled on the basis of the cost 
of raw jute plus a standard allowance for conversion and profit, determined 
by a regular Government review of the trading accounts of a cross-section of 
the industry. The least efficient mills were excluded from the review, and 
the system did give the individual mill an incentive to increase profits by 
cutting costs below the standard. The Jute Control’s selling price of imported 
jute goods was raised to the level of the equivalent home product; the only 
exception to this rule was the heavy sacking that is no longer made in ‘Dundee. 

There was accordingly no competition in price from imported goods; nor 
was there competition by volume, for the Control imported only that portion 
of Britain’s needs, amounting to about 40 per cent., that could not be supplied 
from Dundee. Nor was there price competition within the home industry; it 
refrained from anything so reactionary as selling below the controlled maxima. 

The return last year of imports of raw jute to private hands and the 
removal of control over prices of home goods have made no essential difterence 
to this cosy trade parlour; the mechanics have simply been reversed. The 
Control still takes as the basis of its selling price of jute goods the market 
price of raw jute, and adds to it the standard allowances for Dundee-manu- 
factured goods. Because the volume of imported goods forms so large a part 
of the total, the Control's prices effectively limit the price at which Dundee 
can sell. And the industry has simply replaced the Government's control 
over prices of home-produced goods by its own maximum selling prices, which 
are well observed. The only notable effect of the change is that the mills are 
now responsible for, and at risk on, their stocks of raw jute. 

The present form of protection, however, is open to numerous objections; 
and there remains the question of what alternative form will replace it. 
That question was studied over eight years ago by the working party on jute. 
Its report, published in 1948, estimated that the cost of producing a I0 0z./40 in. 
cloth in India was then about £28 a ton, compared with nearly £48 a ton in 
Dundee. It concluded that even allowing for a margin of error in its estimates, 
no amount of re-equipment and reorganization of the Dundee industry could 
bridge the difference between the two industries. Dundee has in fact spent 
about £6 millions on new machinery and buildings since the war. The working 
party concluded that there was no prospect of a healthy home industry without 
protection against Indian imports. 

A number of alternative possible methods of protection were suggested by 
the working party—all of them recognized to be objectionable in one way or 
another. One proposal was for a system of import licensing to limit Indian 
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imports by quantity or type—which would mean that consumers fortunate 
enough to obtain the cheaper Indian article would benefit at the expense of 
those that did not. Another proposal would in effect have continued the 
current system of protection by centralized purchase. Both proposals also 
conflict—as the present system does in spirit—with a principle of the General 
Agreement on Tariffs and Trade, the principle that quantitative restrictions 
should only be used to protect the balance of payments and not an industry. 

The last form of protection suggested was a tariff on Indian goods. The 
working party considered that this would need to be of the order of 20 per 
cent. A tariff has the merit of being fair to consumers; but in this particular 
case 1t would be especially uncertain in effect. Britain obtains most of its 
raw jute from Pakistan and its jute goods from India. The Pakistan and 
Calcutta markets are each prone to separate speculative and other influences, 
and therefore do not necessarily move in step with each other. Hence a 
straightforward ad valcrem tariff would tend to be too high at one time and 
too low at another. It might be possible, however, to offset part of the 
effect of these fluctuations by subjecting the tariff to regular review, and if 
necessary adjustment. 

But the practical difficulties of a tariff are far less important than its 
political implications. Jute goods are among the many Commonwealth 
items that enjoy the right of duty-free entry into Britain. Neither India 
nor the United Kingdom could relish the withdrawal of that right and the 
departure from Commonwealth policy that it would imply. And Pakistan, 
which is now becoming an exporter of jute goods, would be affected too. 

There are, of course, other possible forms of protection—such as a subsidy 
to Dundee. But these would be no less objectionable than those suggested 
by the working party. What course should the Government adopt ? A tariff 
is in the last analysis the only open and proper form of protection, and the 
political difficulties might not prove to be insuperable. The Government 
might perhaps have been prepared to grasp that nettle had not the question 
of protection for Dundee now been overtaken by Lancashire’s clamour for 
protection against imports of cheap Indian cotton cloth. 

The difficulties of the jute industry illustrate the shift, slight as yet, in the 
trading relationship between Britain and the Commonwealth. The system 
of Imperial Preference that emerged from the Ottawa Conference was based 
on a mutuality of interests: Britain, a highly industrialized country dependent 
on imported raw materials, could offer the primary producers of the Common- 
wealth a duty-free market for their wares; in return, the Commonwealth could 
offer Britain, not a duty-free, but a preferential market for its manufactures. 
Fortunately for British industry as a whole, the Commonwealth countries that 
have advanced farthest industrially are high-cost producers. But some of 
the younger industrial countries are beginning to tread heavily on Britain's 
toes in the textile trades. Britain is meeting foreign competition over a 
much wider field by steadily concentrating its exports upon those products 
in which it has the decisive advantage of capital and skill, and its answer to 
the Commonwealth must be the same. But in the case of highly localized 
industries such as jute, protection, in some form or other, still seems to be 
the only practical solution. The danger is that once protection is granted to 
one industry, it may be granted too readily to others, and thereby impede 
the changes that must in time take place. 
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American Review 


HE pace of industrial recovery in the United States has now attained a 

momentum considerably greater than was expected at the turn of the year; 

and monetary policy has accordingly taken a further step away from 
‘active ease’. Industrial production, seasonally adjusted, rose in March for the 
seventh month in succession; the index of the Federal Reserve Board (based 
on 1947-49) was up from 133 to 135, bringing it to within two points of the peak 
of 137 touched in the summer of 1953. 

By far the most optimistic interpretation of the general prospect yet made by 
any Cabinet official was given in mid-April by Mr. Sinclair Weeks, the Secretary 
of Commerce. He declared that the United States was ‘‘ in for the best year in 
its economic history ”’ and that gross national product in the first quarter of this 
year was running at an annual rate of more than $362,000 millions, or more than 
in any comparable quarter of any previous year. He also said that total 
production had reached a rate approximating that of the first quarter of the 
boom year 1953, that national product in 1955 would “ well exceed’ the 1953 
rate of just below $365,000 millions, that disposable personal incomes from 
January to March were running at an annual rate of $8,000 millions above the 
1954 level, and that consumer expenditure was some 5 per cent. higher than a 
year ago. 

The Reserve Board itself has sounded an equally confident note. Output of 
non-durable goods has apparently regained 1953 levels, though the durable goods 
industries are generally rather less active due to “ substantially lower output of 
military equipment ’’. The construction and motor industries, which have set 
the pace for the current improvement, have continued at high levels. Passenger 
car output was nearly 800,000 in March alone and production schedules in the 
second quarter are set for another 2 million vehicles. Building activity in the 
first quarter was again passing all previous peaks, at an annual rate of about 
$41,000 millions, compared with the rate of $37,000 millions reached last year. 
The booming pace of both these industries in turn reinforced the demand for steel, 
production of which in recent weeks has come within striking distance of capacity 
(now rated at 126 million tons a year). The pressure of demand for certain types 
of steel, such as steel sheets, has indeed pushed delivery dates well into the summer. 

No slackening in this pace of advance appears likely in coming weeks, though 
the prospect for the second half-year is (as an article on page 261 suggests) less 
certain. Sales of most consumer durables are running high. New factory orders 
in February rose to $25,700 millions (after seasonal adjustment), their best level 
since May, 1953; and unfilled orders rose to almost $49,000 millions. 


’ 


MonEY Po.uicy oF “ LIGHT RESTRAINT’ 


It is against this background that the Federal Reserve Board continues its 
watch on possible excesses, especially in mortgage and consumer credit finance. 
In mid-April several reserve banks, including the Federal Reserve Bank of New 
York, increased their discount rates from 1} to 1? per cent., reversing the down- 
ward adjustment made just a year before. Short-term money rates in New York 
had been hardening steadily for several weeks, the Treasury bill rate having 
moved up from 1.2 per cent. in late March to over 1.6 per cent., actually above 
the re-discount rate immediately before its increase. Reserve System policy, 
which in late autumn moved from “ active ease’’ into “ neutral ’’, is now being 
re-defined again—as “‘ light restraint ”’. 

The monetary authorities do not, however, appear to have been pressing the 
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commercial banks by heavy open-market operations in recent weeks. Pressure 
on reserves has, notwithstanding, been considerable, on account of the substantial 
quantities of short-term Treasury paper to be taken up and the less than seasonal 
decline in commercial bank loans in the early months of the year. The Reserve 
System has in fact refused any addition to reserves, so that the balance of “ free ”’ 
reserves (the balance of cash over legal reserve requirements, less borrowing from 
the reserve banks) temporarily vanished. The commercial banks were accord- 
ingly obliged to become net sellers of Treasuries in order to finance further bank 
loans. 

Recent monetary policy has, in fact, ensured that excess funds in the banking 
system have now been mopped up, so that in the words of Mr. Allan Sproul, 
president of the Federal Reserve Bank of New York, “the relation between 
business expansion and credit expansion may be better observed and better 
co-ordinated as recovery progresses ’’. It seems as though the “ Fed” is once 
again reaffirming the flexibility of short-term rates—and, in a wider context, its 
present power to exert modest disciplinary measures without pressing too harshly 
against justifiable expansion. The rise in the re-discount rate may also be taken 
as a measure of confidence in the continuance, for a while at least, of activity at 
high levels. 





American Economic Indicators 








1952 1953 1954 —__—____— 
Dec. Jan. Feb. Mar. 


Production and Business: 


[Industrial production (1947-49 = 100) 124 134 [25 130 131 133 135 
(srOss private investment (billion $).. 50.7 51.4 40.1 49.5 — —- 51.9 
New plant and equipment (billion $).. 26.5 28.4 20.7 26.2 *° — -— 26.0 
Construction (million $) - .. 2,751 2,938 3,098 3,262 3,379 3,426 - 
Business sales (billion $) - in 46.0 48.8 47.3 49.60 49.3 49.5 ~-- 
Business stocks (billion $) +i - 29.2 me 6.8 69S 7.4 29.9 - 
\lerchandise exports (million $) -- 1,266 1,314 1,256 1,312 1,163 1,230 ~— 
Merchandise imports (million $) aa 893 go6 S5I 942 870 $50 —- 
i: mployment and Wages: 
Non-farm employment (million) - 54.5* 55.6* 5§4.7 55-4 54.5 54.8 54.8 
('nemployment (‘ooos) i 1,673* 1,602* 3,230 2,838 3,347 3,383 3,176 
\'nemployment as % labour force .. 2.97° 2.3" 45.0 4-5 ..% . 3 5.0 
Hourly earnings (mfg.) ($)  .. - 1.67 Shs, 1.51 1.83 1.84 1.85 85 
Weekly earnings (mfg.) ($)  .. -. 67.97 71.69 71.65 74.12 73.97 74-34 75-30 
Moody commodity (1931 =100) te 403 - 441 \ 415 416 399 404 
: . OW 399 339 402 f 
arm products (1947-49 = 100) -. 107.0 97.0 95.6 59.9 92.5 93.1 g2.1 
Industrial (1947-49 = 100) : ». 113.2 14.0 114.5 114.9 115.3 115.6 115.6 
Consumers’ index (1947-49=100)  .. I13.5 14.4 1114.5 114.3 114.3 114.3 — 
Credit aud Finance: 

sank loans (billion $) .. - - 64.2 67.6 23:42 73.2 70.7 71.4 -— 
Bank investments (billion §$) .. “~ 77.5 78.1 a7 SF MO ORF - 
Bank loans (weekly) (billion $) - 23.4 23.4 22.5 22.5 22.1 2 22.7 
Consumer credit (billion) v - 25.8 29.5 30.1 30.1 29.7 29.5 --- 
[reasury bill rate (°%,) .. a ‘a yr, 1.93 0.95 e397 1.26 1.18 1. 34 
U.S. Govt. Bonds rate (%)  .. ‘i 2.68f 3.16 2.70 2.68 2.76 2.92 2.92 
Money supply (billion $) ‘a .. 194.8 200.9 209.4 209.4 209.4 207.0 — 
l-ederal cash budget (+- or —) (mill. $) ~—1,641 —6,153 -1,060 -—3,897 — — 


\otes.—Latest figures are preliminary or estimated. Yearly figures are given for private 
investment and equipment from 1952-54 and then quarterly figures at annual rates. Construc- 
tion figures show monthly averages 1952-54. Business sales and stocks, money supply, bank 
loans and consumer credit show amounts outstanding at the end of the period. Moody’s com- 
modity index shows high and low 1952-54, and end-month levels. Weekly bank loans are 
derived from partial returns only. Budget figures are cash totals 1952-54 and then quarterly. 

* Old basis. t Old series. 
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International Banking Review * 


Argentina 
HE new trade and payments agreement concluded with Britain, which 
provides for a start to be made in paying off arrears of financial remittances, 
is discussed fully in a note on page 253. 


Australia 


The International Bank for Reconstruction and Development has made a fourth 
loan to Australia. It comprises $544 millions in U.S. dollars, bringing the total 
amount advanced by the Bank to Australia up to $2584 millions. The loan ts fora 
term of fifteen years, and bears interest at 42 per cent. (including the usual I per 
cent. commission charge). The proceeds will be used to finance imports of equip- 
ment for the development of agriculture, transportation, electric power and 
manufacturing industry. Eleven private American banks have agreed to par- 
ticipate with the World Bank in the loan to the extent of $10.4 millions, so that 
the actual amount of money to be provided by the Bank itself will be limited to 
$44 millions. 

The drain on official gold and foreign exchange reserves has tended to gather 
pace as export earnings have begun to show their seasonal decline. The overseas 
assets of the Commonwealth Bank last month dropped below {A400 millions. It 
is hoped that they will henceforth secure relief from the impact of the reduction in 


import quotas effected on April I. 


Brazil 

A new political upheaval has involved the dismissal of the Finance Minister, 
Senhor Guden, who was appointed in the Government re-shuffle that followed the 
death of President Vargas in August, 1954. Senhor Guden is known to have been 
having difficulty in obtaining the approval of other members of the Government for 
the economic measures he considered necessary to end the crisis in Brazil’s external 
and internal finances. The new [Finance Minister-designate is Dr. Jose Whitaker, 
a Sao Paulo banker. He is 77. 

The minimum premiums payable on foreign currencies obtained at the auctions 
for import exchange have been increased. 


Canada 


In his Budget statement for the financial year to March 31, 1956, the Finance 
Minister, Mr. Harris, announced tax concessions to a total value of Can. $148 
millions. These comprised mainly the reduction of the corporation tax on large 
company incomes, a reduction by an average of 10 per cent. in personal income tax, 
and reduction of the special excise duty on new motor cars from 15 to Io per 
cent. Ihe Minister estimated that, after allowing for tax changes, there would be a 
Budget deficit of Can. $160 millions in 1955-56, with revenue at Can. $4,202 
millions and expenditure at Can. $4,362 millions. 

Official holdings of gold and U.S. dollars dropped by Can. $94 millions in 
February to $1,840 millions, the lowest for nine months. The Finance Minister 
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* News of United States banking appears in ‘‘ American Review ”’ (page 314). 
discussion of particular items of international banking news appears in ‘‘A Banker’s Diary 


(pages 249-254 in this issue). 
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has revealed that of this movement $50 millions was attributable to the redemption 
of U.S.-held Canadian bonds and the remaining $44 millions to losses sustained in 
stabilizing the exchange rate. The Canadian dollar suffered a sharp setback in 
terms of the U.S. dollar in February, and the revelation that this occurred despite 
official support confirms the falsity of recent reports that the weakening of the 
Canadian exchange is the result of an official drive to eliminate the premium on the 
Canadian dollar. 

The International Bank for Reconstruction and Development has made a 
third public offer of bonds in the Dominion in the form of an issue of Can. $15 
millions of a 10-year stock maturing on April 1, 1965, and giving a yield of 3.37 per 
cent. The issue was made available to the public through a syndicate of investment 
dealers and banks. 


Chile 


Arrears of commercial remittances due to foreign traders on account of imports 
into Chile have appreciably increased over the past six months. It is estimated that 
the total amount due to United Kingdom merchants alone is twice as high as a 
year ago. The inability of Chilean importers to meet their commitments is the 
outcome of a general deterioration in the country’s external payments. 


Egypt 

The Government is enforcing an amendment to company law, described 
by the official newspaper as being intended “to eliminate financial feudalism”’. 
The amendment rules that no bank director may serve as the director of another 
bank or credit company. It also stipulates that a company director may not 
remain in office beyond the age of 60 unless he personally holds more than Io per 
cent. of the share capital of the company concerned, is its managing director or 
obtains a permit from the Cabinet to continue in office. 


France 


The new Government formed by M. Faure in February obtained the approval 
of the National Assembly for the 1955 Finance Bill at the end of March after a 
protracted struggle. In its final form the Budget provides for a deficit on ordinary 
revenue-expenditure account of Frs. 379,000 millions. The total gap, including 
capital account outlays, is put at Frs. 640,000 millions, against Frs. 655,000 millions 
in 1954. 

An additional 300 items have been placed on the list of liberalized imports, 
raising the proportion of quota-free imports from O.E.E.C. countries from 65 to 75 
per cent. Ihe country’s external payments accounts continue to improve. 


Germany 


A joint report for 1954 issued by the three successor banks to the old Dresdner 
Bank—Rhein-Main, Rhein-Ruhr and Kreditbank, Hamburg—indicates that it is 
hoped to merge the banks into a single unit in 1956. This will give time for the 
necessary legislative action and the completion of the time-lag laid down by 
agreement between Dr. Adenauer and the Allied High Commission. The combined 
statement for the three banks shows that at the end of 1954 they had total 
deposits of 3,471 million marks and a balance-sheet total of 4,131 million marks. 

Herr Vocke, president of the West German central bank, has asserted that 
the authorities are prepared to liberalize dollar imports if necessary to prevent 
any appreciable rise in internal prices. He declared that as it was intended to 
continue the anti-inflationary policy, the financing of German rearmament out of 
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money provided by the Bank deutscher Laender was out of the question. The 
funds needed would have to be provided from taxes and loans in the open market. 
He indicated that the bank’s policy of discouraging the inflow of foreign money 
into Germany might be modified in the future, although the era of “ wide-open 
doors’ for foreign investment in the country was unlikely to return. 


India 

A report issued by the Taxation Inquiry Commission appointed by the Govern- 
ment emphasises the need to enlarge the réle of taxation as opposed to deficit 
financing for the implementation of the public development programme. The 
Commission urges a tax policy imbuing the maximum practicable restraint in 
consumption. It recommends the re-shaping of the tax structure to divert 
resources from private consumption to public investment and holds that the 
extension of taxation to necessities is unavoidable. 

India has been granted a loan of U.S. $45 millions by the American Foreign 
Operations Administration. The money will be used to purchase commodities, 
transport equipment and medical supplies. It is repayable over a period of 


40 years. 


Iran 


The United Kingdom Export Credits Guarantee Department has resumed 
normal cover on British exports to Iran. The Department withdrew all facilities 
for insuring credit in respect of exports to Iran when the oil dispute developed 
in 1951, and resumed them on a limited basis when initial arrangements for 


settling the dispute were concluded early in 1954. 


Iraq 
A new agreement negotiated between the Iraq Government and the principal 
foreign oil companies increases the Government's royalties from oil by about 7s. 
per ton. As a result of this and of the implementation of plans to expand the 
country’s production of oil it is expected that total royalty income from oil will 
reach a level of {72 millions sterling in 1955, and rise further to more than {£100 


millions in three years time. 


Irish Republic 
The dispute between bank clerks and managements over salary scales and 
working conditions that began late in 1954 was settled towards the end of March. 
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The settlement provides for improvements in working conditions and for the 
payment of overtime in certain cases. It also brought about salary increases 
ranging from Ios. to 15s. per week for women and I0s. to 30s. per week for men. 
Bank employees, who had been working restricted hours during the period of the 
dispute, resumed normal working after the settlement was reached. 


Kenya 


The International Bank for Reconstruction and Development has made a loan 
of U.S. $24 millions to help finance a programme to modernize and expand 
railways, harbour and road transport in Kenya, Uganda and Tanganyika. The 
money is being advanced through the East Africa High Commission for a term of 
twenty years at an interest rate of 4? per cent. (including the bank’s usual 1 per 
cent. commission charge). Amortization will begin in 1958. 


New Zealand 


The Dominion’s Finance Minister, Mr. Watts, has declared that “ no clash of 
interest ’’ is likely to arise as a result of the increases in the United Kingdom 
Bank rate in January and February. He said that New Zealand was not planning 
to enter the London market for a loan at the present time, and held that no 
drastic changes were needed or contemplated in the Dominion’s economic policies. 
The general outlook was good and overseas earnings were now satisfactory, except 


for some dairy products and pig meat. 


Pakistan 


The Industrial Development Corporation is reported to have completed plans 
for the erection of an iron and steel works at a cost of some Rs. 600 millions 
(approximately £65 millions sterling). The corporation is said to be planning to 
finance the enterprise in part by borrowing from the World Bank, in part by 
obtaining loans from other foreign sources, and in part by an internal issue. The 
works will be built largely to the designs and recommendations of Krupps of Essen. 

Under a new agreement with Western Germany, trade exchanges are envisaged 
at Rs. 100 millions in each direction in the eighteen months to mid-1956. 


South Africa 


The first budget to be introduced by Mr. Eric Louw, who replaced Mr. Havenga 
as Minister of Finance towards the close of 1954, provides for two new taxes. The 
first comprises a new levy on retained profits. Profits retained in excess of 40 per 
cent. of the total available for distribution in the case of manufacturing concerns 
and in excess of 30 per cent. in the case of other institutions will bear tax at a 
rate of 5s. in the pound. The tax does not apply to profits earned in the Union 
by foreign companies. It is said to have been designed to counter avoidance of 
super-tax through non-distribution of company profits. A new tax on gifts applies 
to sums exceeding {500 and rises progressively to 25 per cent. for gifts of over 
45,000. Another change announced by the Minister in his budget statement 
levies tax on all dividends received by South African residents. 

The Minister made no tax concessions, arguing that they were not in the 
country’s interest at the present time. After allowing for the adjustments, he 
put expenditure in the budget year 1955-56 at £259 millions and revenue at {259.1 
millions. He said that the estimated surplus of {10 millions on the 1954-55 
budget would be transferred to the Government’s loan account. 
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Obituary 





Mr. A. I. Hancock 


The banking world learned with shock and regret at the end of March of the 
sudden death of Mr. Anthony Ilbert Hancock at the early age of 48. Before his 
appointment in 1951 as secretary of the British Bankers’ Association and of the 
Committee of London Clearing Bankers, Mr. Hancock had earned distinction and 
special experience at the Bank of England, which he joined in the accountant’s 
department in 1926. In 1945 he became secretary to the deputy governor— 
first to Mr. B. G. Catterns and then to Mr. C. F. Cobbold. From 1947 to 1948 he 
served as secretary to Lord Catto as Governor, and in 1950 became assistant chief 
cashier, exchange control. From there he assumed the position at the central 
secretariat of the banking world that he retained until his death. To his wife 
and son his many friends in the City extend their deep sympathy. 

Pending the appointment cf a new secretary to the banking organizations, the 
work is in the experienced hands of the assistant secretary, Miss M. P. Greenwood. 





Letter to the kditor 





Tighter Control of Consumer Credit ? 


Sir,—I have read Mr. John Marvin's article in the February issue of THE BANKER 
with interest, ard would like to congratulate him on his lucid appraisement of 
‘How Hire Purchase has Grown’’. May I be permitted to emphasize that 
many of the larger companies specialize in the finance of capital goods—vehicles, 
industrial plant, agricultural machinery and equipment—to quote a few of the 
essential needs of our national economy. It is quite a normal occurrence for 
such houses to advance anything up to £100,000, on one piece of machinery or 
equipment. Surely this throws a new light on so-called “ hire purchase ’’, where 
the public, civil servants and politicians labour under the delusion that it relates 
exclusively to furniture, bicycles, washing machines and air travel tickets, etc. 

The recent restrictions are quite unrealistic in the light of the above comments. 
Those companies who specialize in the capital goods field are now penalized as 
far as Capital Issues Committee consent to raise new capital or increase bank 
borrowings is concerned, and will be considered in exactly the same way as the 
company that has specialized in the finance of bedding, vacuum cleaners, radio, 
furniture, etc. This is neither reasonable nor fair from any point of view. 

A more comprehensive statutory instrument worked out in conjunction with 
leading national finance houses—through the Finance Houses Association—would 
achieve the desired effect without the complication of involving both the C.I.C. 
and the banks. 

The present C.I.C. control in respect of new companies is in no way effective 
up to a capital of £50,000. It is reported that in the region of no less than 300 
new small hire-purchase companies have been formed since the war. Surely it 
would be prudent to eliminate any further new registrations in this field, at least 
for the time being, particularly as the majority of these companies will almost 
certainly concentrate their energies in the consumer and domestic field.— Yours 
faithfully, 
GRAHAM C. E. SABINE, 

Lombard Banking Lid. 


London, W.1. 
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Appointments and Retirements 





Barclays Bank—London—Barkingside: Mr. A. C. G. Link, from East Ham, to be manager; 
Bishopsgate: Mr. W. F. Piper, from King’s Rd., Chelsea, to be manager; Chadwell Heath: Mr. R. 
Griffiths, from Barkingside, to be manager; Chelsea, King’s Rd.: Mr. E. J. Allnatt, from Bourne- 
mouth, to be manager; Winchmore Hill, Stn. Rd.: Mr. H. J. F. Lloyd, from King’s Cross, to be 
manager. Beverley: Mr. C. Gill, from Hull, to be manager. Bournemouth, Holdenhurst Rd.: 
Mr. G. G. Morris, from Sandown, to be manager. Bradford, 10 Market St.: Mr. H. Wilson, from 
69 Market St., tobe manager. Bungay: Mr. N. M. Coe, from Lowestoft, to be manager. Driffield: 
Mr. J. H. Easingwood, from Helmsley, to be manager. Dunstable: Mr. R. E. Rutherford, from 
Luton, to be manager. Eastbourne, Old Town: Mr. C. J. Parris, from Hailsham, to be manager. 
East Deveham: Mr. J. E. Goddard, from Bungay, to be manager. Grimsby, Riby Sq. and Clee- 
thovpes: Mr. J. F. Littlewood, from Beverley, to be manager. Helmsley: Mr. M. E. Hornby, from 
Whitby, to be manager. Hemsworth and South Elmsall: Mr. F. H. Harris, from Leicester, to be 
manager. Holbeach: Mr. R. W. Garrett, from Harleston, to be manager. Airkby Stephen: Mr. 
M. H. Peacock, from Barnard Castle, to be manager. Malton: Mr. J. L. Penrose, from Driffield, 
to be manager. Sandown: Mr. H. R. Marshall, from Boscombe, to be manager. Shipley: 
Mr. KE. Ss. Walker, from Idle, to be manager. 

Canadian Bank of Commerce—Mr. J. S. Rodgerson to be London manager on retirement of 
Mr. J. Somerville. 

District Bank—JBredbury: Mr. H.S. Burrows, from Glossop, to be manager. Manchester, King 
St.: Mr. G. H. Rogers to be manager. Newcastle (Staffs.): Mr. H. Garner to be manager. 
Eastern Bank—Mr. D. Gordon to be London manager. 

Lloyds Bank—London, Mill Hill: Mr. H. J. Langdon, from Head Office, to be manager. 
Andover: Mr. R. W. Hindhaugh, from Newark, to be manager on retirement of Mr. A. G. L. Good. 
Birmingham, Four Oaks: Mr. D. E. Parker, from Bloomsbury, Birmingham, to be manager in 
succession to the late Mr. S. J. Dimelow. Harpenden: Mr. P. F. S. Flew, from Hampstead, to be 
manager on retirement of Mr. J. F. Grose. New Washington: Mr. R. A. Forster, from Sacriston, to 
be manager on retirement of Mr. S. A. Turnbull. Plymouth, Stonehouse: Mr. R. W. A. Barker, from 
Devonport, to be manager on retirement of Mr. E. de J. Robin. Stanmore: Mr. G. B. Wheatley 
to be manager. Thame: Mr. M. A. Slade, from Newbury, to be manager in succession to the 
late Mr. H. A. Briars. 

Martins Bank—London, Mottingham: Mr. N. A. Beet to be manager. Bournemouth: Mr. W. A. 
Thompson, from Cardiff, to be manager. Chester, Helsby and Hoole: Mr. H. Shimmin, from 
Aintree, to be manager. Liverpool—Aintree: Mr. G. A. Shaw, from Maghull, to be manager; 
Clubmoor and WNirkby: Mr. J. Gribbin, from Church St., to be manager; East: Mr. J. Lewis, from 
Sefton Park, to be manager; Sefton Park: Mr. F. A. Goodman, from Clubmoor, to be manager. 
Maghuil: Mr. J. H. Thomas, from Bootle, to be manager. Newcastle (Staffs.): Mr. F. G. Arm- 
strong, from Wednesbury, to be manager. Walsall: Mr. F. J. Mitchell, from Newcastle (Staffs.), 
to be manager. Wednesbury: Mr. T. Jobling, from South Shields, to be manager. Windermere: 
\Ir. E. M. Nelson, from Lancaster, to be manager. 

Midland Bank—London, 25 Gt. Portland St.: Mr. S. J. H. King, from Kenton, to be manager 
on retirement of Mr. C. E. Clark. Bilston: Mr. G. Stead, from Bloxwich, to be manager in 
succession to Mr. S. Thewlis. Bloxwich: Mr. W. E. Gregson, from Ipswich, to be manager in 
succession to Mr. G. Stead. Bootle: Mr. J. H. Woolley, from Bury, to be manager on retirement 
of Mr. J. H. Russell. bvradford, Kirkgate: Mr. W. Cunliffe to be manager on retirement of 
Mr. E. D. Stansfield. Cardiff, St. \lary St.: Mr. E. E. Jones, from Swansea, to be manager 
on retirement of Mr. R. T. Evans. Enfield Highway: Mr. F. G. Sivyer, from London, to be 
manager on retirement of Mr. S. G. C. Head. MANenton: Mr. F. A. W. Hedley, from Newgate St., 
to be manager in succession to Mr. S. J. H. King. Liversedge: Mr. M. Schofield, from Leeds, 
to be manager in succession to Mr. W. A. Mundell. Llandrindod Wells: Mr. D. G. Edwards, 
from Wrexham, to be manager on retirement of Mr. G. D. Henry. 

National Provincial Bank—London—City Rd.: Mr. J. Warren, from Barnet, to be manager; 
Lancaster Gate: Mr. J. A. Hilton, from City Office, to be manager; Oxford St.: Mr. D. H. Edelsten, 
from St. James’s Sq., to be manager on retirement of Mr. W. N. Carr; Park Royal: Mr. K. T. 
Mansteld to be manager; S¢. James’s Sq.: Mr. T. B. Mitcheson, from Park Royal, to be manager. 
Barnet: Mr. J. W. Harpur, from Neasden, to be manager. Chepstow: Mr. J. L. Allisstone to be 
manager. Cyvrediton: Mr. C. W. Thayer, from Ludlow, to be manager on retirement of Mr. B. H. A. 
Eames. Ludlow: Mr. R. J. Lloyd, from Wellington, to be manager. Morecambe: Mr. F. B. 
Stansfield, from Blackburn, to be manager. Maindee: Mr. N. D. Beckett, from Bristol, to be 
manager. Slough: Mr. E. Davy, from Reading, to be manager in succession to the late Mr. A. W. 
Adams. Stalham: Mr. J. G. Perry to be manager. 

Westminster Bank—London, North Acton: Mr. E. J. Sullivan, from West Kensington, to be 
manager on retirement of Mr. M. S. G. Bigwood. Egremont and Cleator Moor: Mr. W. H. Dodd, 
from Blundellsands, to be manager. Petworth: Mr. H. F. Folkard, from Pulborough, to be 
manager. Pulborough and Storrington: Mr. W. H. Fowler, from Haslemere, to be manager. 
Sutton Coldfield: Mr. W. J. M. Tabrum, from Egremont, to be manager. 


~ 
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Banking Statistics 


Trend of “ Risk’’ Assets 


(Figures in italics show percentages of gross deposits) 














Actual {mns. £mns. 
1951 1954 1955 Change Change since 
Oct. Nov. Mar. Mar. on Year Oct., 1951 
Barclays: 
Advances .. “s a 368.5 371.0 357-9 410.8 + 52.9 + 42.3 
% i si ix 29.2 29.3 27.4 30.5 
Investments 7 7 316.4 425.7 501.7 513.2 + 11.5 + 796.8 
% Bes ‘* Ks 25.0 33-6 38.4 38.1 
Lloyds: 
Advances .. - = 345.2 351.1 309.2 340.3 + 37.1 — I.I 
% - os - 30.2 30.7 a7.3 29.8 
Investments — - 279.0 oe .2 417.5 416.9 - 0.6 +137.3 
% + + + 24-4 32.5 36.9 35-9 
Midland: 
Advances .. - - 393.3 397.1 358.3 424.7 + 66.4 + 31.4 
% - 7 - 29.6 30.1 26.8 oe 
Investments it - 329.4 433.8 489.3 490.0 + 0.7 ~- 160. ¢ 
% - “a 24.9 32.8 36.6 35-9 
National Provincial: 
Advances .. - 290. 3 298.1 264.8 272.8 8.0 — 17.5 
% 2 + a 35.4 37.2 32.9 32.8 
Investments - os 165.9 230.9 253.0 284.8 + 31.8 I1IS.: 
o/ a _ pi 20.2 28.8 31.4 34-3 
Westminster: 
Advances .. ws ‘a 248.6 249.5 225.1 274.7 + 49.6 6,1 
% il - pai 31.2 31.6 28.0 33.0 
Investments = be 209.4 263.6 281.3 284.7 3.4 + 75.3 
% .. = = 26.3 33-4 34-9 34.2 
District: 
Advances .. a - 60.1 62.6 56.4 68.3 + 11.9 + 58.2 
7 A ne 25.6 26.6 24.2 28.4 
Investments _ 71.5 91.6 93.8 86.0 - 7.8 14.5 
% os - - 30.5 38.9 40.3 35-7 
Martins: 
Advances .. - - $9.6 O1.4 85.1 104.4 + 19.3 14.5 
yA Ss a a 29.1 29.3 27.8 34-9 
Investments - ‘ 78.6 102.8 117.4 100.1 —- 17.3 21.5 
y ja s - 25.5 33.0 38.4 33-5 
Eleven Clearing Banks: 
Advances .. _ .. 1,897.0 1,925.2 1,760.2 2,024.2 +264.0 -+127.2 
4 - = i 30.6 31.1 28 .2 31.6 
Investments a .» §8,$85.2 2,032.7 2,260.4 2,350.7 + I1.3 +-725.5 
% 25.1 32.9 36.3 35-6 
Trend of Bank Liquidity 
195! 1952 1953 1954 1955 





— 





Oct.¢ Nov. Apr. Apr. Oct.{ Dec. Feb. Mar. Dec. Jan. Feb. Mar. 


Liquid Assets* % % % % % % % % % % % % 
29. 28. 


Barclays .. 40.0 32.8 31 31.4 35.0 34.8 31.0 31.3 33-3 34-I 8 
Lloyds .. 40.0 32.8 31.3 31.0 36.9 36.0 33.0 33.0 34.2 35.1 31.0 31.1 
Midland .. 40.2 32.8 32.2 34.1 38.3 38.8 34.8 34.1 36.4 35-4 31.9 30.1 
National Prov. 39.4 30.6 31.1 29.8 37.2 39.5 35-1 33-9 37.2 38.2 34.4 30.7 
Westminster 36.7 30.4 30.9 35.8 37.6 37.0 35.0 34.2 32.2 32.6 30.6 29.7 
District .- 38.0 30.5 29.5 33-9 35-7 35-5 33-6 33.2 32.2 31.3 31-7 31-5 
Martins .. 39.8 33.2 34.3 33-9 33-6 34.6 20.7 31.3 33-2 30.9 31.9 25.5 
All Clearing 

Banks .. 39.0 32.0 31.6 32.4 36.6 36.8 33.2 33.0 34.3 34.4 31.3 29.9 
* Cash, call money and bills. + Eve of ‘‘ new” monetary policy. { After third funding. 
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Banking Trends over Thirty Years* 
‘“* Risk ’’ Assets 





Liquid Assets 





Net Invest- Combined 

\verages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: {mn. £mn. %, {mn. {mn. % 
1921 ‘a 1,759 680 38 —- 325 833 64 
1g22 ‘a 1,727 658 37 -- 391 750 64 
1923 ea 1,628 531 35 —- 350 761 67 
1924 - 1,618 545 33 -— 341 808 69 
1925 - 1,610 539 32 == 286 856 69 
1926 is 1,615 532 32 — 265 892 70 
1927 in 1,661 553 32 — 254 928 69 
1928 “ 1,711 534 33 — 254 948 68 
1929 os 1,745 505 32 -— 257 991 69 
1930 is 1,75! 596 33 -— 258 963 68 
1931 oe 1,715 560 32 — 301 Q1g 69 
1932 - 1,748 61! 34 _- 348 844 67 
1933 = 1,909 663 34 —_ 537 759 66 
1934 +. 1,834 576 31 ~nee 560 753 7° 
1935 2 1,951 023 31 — 615 769 69 
1936 - 2,088 692 32 — 614 839 68 
1936 Ks 2,160 713 32 --- 643 865 68 
1937 v 2,225 683 30 —— 652 954 70 
1938 “a 2,218 672 30 -= 637 976 71 
1939 os 2,181 648 29 ~~ 608 991 71 
1940 - 2,419 785 31 7 666 955 65 
1941 2,863 676 2 495 894 858 59 
1942 3,159 712 22 642 1,069 797 57 
1943 3,554 723 20 1,002 1,147 747 52 
1944 4,022 788 19 1,387 1,165 750 40 
1945 7 4,551 886 19 1,811 1,156 768 4! 
1946 wi 4,932 1,280 25 1,492 1,345 888 44 
1947 5,463 1,646 29 1,303 1,474 1,107 40 
1948 5.713 1,703 2 1,284 1,479 1,320 | 47 
1949 5,772 1,920 2 983 1,505 1,440 49 
1950 5,311 2,345 39 430 1,505 1,603 52 
195! os 5,931 2,308 38 247 1,624 1,822 56 
1952 — 5,856 2,097 34 = 1,983 1,838 62 
1953 “a 4,024 2,201 35 — 2,103 1,73! 62 
1954 ‘0 6,239 2,190 34 — 2,321 1,504 64 
IQO51: 

Oct.t ‘a 5,981 2,423 39.1 177 1,555 1,897 55-7 

Nov.f .. 5,973 1,981 32.0 108 2,033 1,925 64.0 
1954: 

Mar. ea 6,010 2,059 33-0 — 2,269 1,760 64.6 
1955: 

Jan. - 6,474 2,315 34.4 2,351 1,392 63.2 

Feb. s 6,257 2,042 31.3 2,298 2,000 65.9 

Mar. ‘ 6,139 1,917 29.9 —— 2,281 2,024 67.2 


* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
+ Bank statements immediately before and after the launching of the “‘new”’ monetary 
policy and the first special funding oneration 


Floating Debt 





April 24, March 31, April 9, April 16, April 23, 
1954 1955 [955 1955 1955 
Ways and Means Advances: ém. £m. fm. im. im. 
Bank of England .. - 
Public Departments ed 315.0 315.2 274.1 269.5 315.9 
Treasury Bills: 
Tender - 7 ‘i 3210.0 ' f 3200.0 3220.0 3240.0 
res _ {) : . ; - . 
fap.. a +s a 1359.3 4931-4 LL r8or.9 [530.5 1705.1 
4554.3 5246.6 5270.0 5320.3 5321.0 


Treasury Bill Average Rate (°.) 
at nearest Friday) a4 41/7 .34 75, 10.33 74) 5.00 753.09 77/108 
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National Savings 
(£ millions) 
Change 
in Total Total 


Savings 
Certi- Defence Savings Total Accrued Defence Remain-  lRemain- 
ficates Bonds Banks Small Interest Bond ing ing 
(net) (net) (net) (net) Maturity Invested Invested 
1945-49 .. —- 6.6 - 0.4 - 39.5 26.5 102.5 —~52.1 +59.5* O1O0O1.9 
1949-50 .. —23.4 —18.6 ‘2.7 —- 78.9 100.8 — 0.9 +24.2* 6126.7 
1950-51 .. -— 5.5 — 20.7 - 64.7 — 90.9 95.3 — + 4.1* 6130.8 
1951-52 .. ~1g9.5 -14.7 - 90.3 — 85.2 Q4.1 —42.6 —36.5* 6094.3 
1952-53 .. + 20.8 —I11.3 —-131.6 -—I122.1 88.3 —4$5.5 —73.4* 6020.9 
1953-54 -- -19.0 - 0.3 — 79.3 — 69.0 88.6 —38.4 ~ 32.2" 6008 .7 
1953-54 
April-Feb. +16.3 — 1.2 87.3 72.2 9.2 23.6 26.0 5994.0 
March a r 2.9 r i.2 1.7 S25 7-O - AS 12.0 6000.0 
1954-55 
April-Feb. + 41.4 -~ 40.0 42.4 + 74.8 83.2 ia -~ 100.5 6109.6 
March .. + 4.4 + 3.4 - OY -i4.7 6.2 - 1.4 20.0 6129.60 


* After taking account of net sales through the Post Office Savings Banks of Government 
securities other than defence bonds. 





Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Gold and Dollar 


Surplus (+) or Deficit (—) Financed by: 
—-— — — — -—— Re a ——— Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change _ of Period 
Quarters E.P.U.* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1940 = i — — — 90d — + 1123 + 220 206960 
1947 “<* _ — — —- 4131 . + 3513 — O16 2079 
IQ45 ws _ - — = — 1710 652 - 805 - 223 1356 
1949 ‘ss Ps — 1532 1190 - 16d —- 165 1058 
1950 ‘a i - I4 -~ 791 S05 702 ae Flore IFO 
195! i -112 — 376 —- 9dd 1QQ9 a — G05 2335 
1952 - .. —-270 — 460 — 736 25 — I5I — 489 1546 
1953 -. - ~ 113 tT 433 oo 3097 - Io! - O72 2515 
1954 .* - r O5 - 407 r 492 152 - 400 + 244 2762 
1953: 
l ia .. + 95 +-119 - 214 106 -—— 320 2166 
I] - .. + 42 + 95 - I40 61 - 201 2367 
IT] oa .. = I9 + 55 +- 36 S3 —- 119 2480 
IV ‘is OU OS +1601 - 150 57 — ISI + 32 25158 
1954: 
4 e4 5 -102 107 60 “= - 167 2085 
II a .. + 61 253 314 15 — - 332 3017 
III + ia” ares + 57 60 35 — 211 — 1106 2901 
IV i aa —- JO -~ 5 -- lI 39 — I89 —- 139 2762 
1955: 
January aii ~~ ie - 2 - ga ~— - I 2763 
february... a — 103 - a7 : _— - §82 2081 
March ‘in - - 3 30 27 21 - 8 - Be 2607 
I _ — : I 135 I 36 49 — S - Q5 26007 


* Portion of monthly deficit or surplus settled in gold (in month following each accounting 
period). 

+ Comprising a ‘‘ repurchase ”’ of sterling from the International Monetary Fund in August; 
the initial payment on the funding of part of Britain’s overdraft with the European Payments 
Union in July; and service charges on the U.S. and Canadian loans in December of 1951, 1952, 
1953 and 1954. The special credits comprised $4,909 millions from U.S. and Canadian credits in 
1946-50; $420 millions from the I.M.F. in 1947-49; and $325 millions from the South African 
gold loan of 1948. 








HE annual meeting of the shareholders 
of the Banco di Roma, held under the 
chairmanship of H.E. Prof. Costantino 


Bresciani Turroni on the 31st March, 1955, 
having heard the reports of the Board of 
Directors and of the Auditors, has approved 
the Balance Sheet at the 31st December, 1954, 
the Profit and Loss Account and the allocation 
of the profits for the year. 

Here are some data from the report to the 
shareholders (the figures between parenthesis 
are the ones of 1953). 

The net profits of the year, after the con- 
venient appropriations and sinkings, amount 
to Lit. 672.819.272 (Lit. 475.429.808) and 
allow the distribution of 7° to the shareholders 
and the appropriation of Lit. 600.000.000 to 
the Reserve which thus ascends to Lit. 
2.000.000.000. 

The report of the Board of Directors, after 
having briefly outlined the _ international 
political and economic situation, deals with 
the general one of Italy, emphasizing its main 
problems and describing the action of the 
Institution with regard to the national 


economy. Particularly salient are the sensible 
global development of the business of the 
Bank and the valuable results achieved in all 
the fields of activity. 

The grand total of the items of the Balance 
Sheet, equal to about 923 billion lire, shows an 
increase of 123 billion, viz. of almost 15.5% 
in respect of the Balance Sheet 1953 (Lit. 800 
billion approximately). 

The means collected rise to 478.8 billion 
with an increase of 15.2% on the amount at 
the end of 1953 (415.6 billion). 

The larger amount of funds available 
allowed the increment of investments which 
have thus attained Lit. 332.8 billion with an 
increase of 18.8°, in respect of 1953 (280.1 
billion). 

Owing to the passing of the Director Comm. 
Giovanni Alfredo Pattison, the meeting has 
elected Prof. Avv. Carlo Venditti. 

The Board of Directors, after the meeting, 
confirmed as Chairman, H.E. Prof. Costantino 
Bresciani Turroni; as Deputy Chairman, Baron 
Prof. Francesco Mario Oddasso; and as 
Managing Director, Gr. Uff. Ugo Foscolo. 





BALANCE SHEET AS A 
ASSETS 


Cash and Funds with Central Bank and 


Treasury 2 a .. L. 73.0907.477.742 
Funds with other Banks in Italy and 

Abroad . + x De » 48.528.776.146 
Ordinary Treasury Bills, Government, 

Government (Guaranteed and other 

Bonds .. ,, 86.078.291.790 
Industrial and other Securities .. ee 548.060.248 
Portfolio .. 2 : .. gy 130.640.327.223 
Contangoes at + gy 112.364.110.496 
Secured Advances “a ~« gp 279.094.900.073 
Loans, Advances and other Accounts .._ ,, 161.966.701.327 


Sundry Debtors Ze .. 4, 1.651.615.408 
Liabilities of Customers for Commercial 


Acceptances and Openings of Docu- 





mentary Credits ; 7 
Liabilities of Customers for Guarantees 
Banking Participations 
Bank Premises 
Furniture and Fittings 


Contra Accounts 
Securities: 
(s Collateral 
\s Guarantee 
Sundry Secunties Accounts 


Tota) 


344.835.811.239 
.297.701.193 
1.274.420.412 
497.571.513 


L. 601.638.933.711 


L. 922.936.087.558 


DECEMBER, 
LIABILITIES 


31st 19 5 4 


Share Capital ni - Hi .. L.  1.000.000.000 
Reserve Fund ie gall I.400.000.000 
Savings Accounts. . re .. 95 145.841.884.105 


Current and Sundry Accounts 333.000.808.657 


Circular Cheques .. i .. 5, 316.644.439.721 


Ordinary Cheques - 218.087.027 
Bills for Collection a . 4. 29.982.994.857 
Sundry Creditors ee ne 1 3.235.404.0934 


Commercial Acceptances and Openings 


of Documentary Credits 34.838.811.239 
(,uarantees for Third Parties ; . gy 22.297.701.193 
Rebate on Portfolio and on Treasury 

Bills “A o j oi egg) 2-45 8.125.398 
Balance of Profits brought forward a 44.867.608 
Net Profits for Current Year... co 


672.819.272 


L. 601.638.933.711 


Contra Accounts 
Depositors of Securities for Guarantees L. 


52.254.005.274 
Sundry Securities Accounts .. 59 269.013.148.57 


Total L. 922.936.087.558 


Chairman; Bresciani Turroni. Managing Director: Foscolo. 
Chief Accountant: Nazareth. Auditors: Matteucci (Chie/ 
Auditor), Bossi, Foschini, Mazzantini, Obber. 


The dividend of L.7 per share will be 


payable, from the 4th April, 1955, at all the 
branches of the Banco di Roma in Italy. 


xd iti 








NATIONAL BANK OF GREECE AND ATHENS 





Increased Deposits—Higher Profits 





Mr. Costi J. Eliasco’s Review 





N the course of his speech at the second 
Annual General Meeting of the Bank, held 
at its Head Office, Athens, on April 2, 1955, 
the Chairman and Governor of the Bank, 
Mr. Costi J. Eliasco, stated that 1954 had been 
a year of peaceful rehabilitation of the econo- 
mies of many countries and, for Greece, in 
particular, a period during which the Govern- 


ment continued its efforts to stabilize the 
country’s economy and to consolidate the 
results that were obtained following the 


re-valuation of the currency in 1953. The 
political stability and normal conditions which 
were maintained during the past year, as well 
as the order which prevailed in the financial 
and monetary sector, he said, had greatly 
contributed to the successful efforts made 
towards that end by the Government. 

The increase in exports and invisible earn- 
ings, together with the general improvement in 
world economy, have had a beneficial effect on 
the progress that Greece is making towards its 
own financial stability. The resultant increase 
in foreign exchange has played an important 
part in the balance of payments—one of the 
main problems of the country’s economy— 
particularly now that such sources of foreign 
exchange as American aid and war reparations 
are on the decrease. 

The virtual freeing of imports, on the other 
hand, has encouraged the import of non-essen- 
tial goods, and to face this problem it was 
necessary for the Government to restrict exces- 
sive credit facilities for the import of luxury and 
semi-luxury articles. At the same time mea- 
sures were introduced which aimed at encourag- 
ing the growing of more exportable produce. 

Among other Government efforts to control 
the monetary situation was the reduction in 
the bank rate, but although this had as a 
consequence the lowering of the rate of interest 
granted on bank deposits, deposits with the 
Bank stood at the end of the year at Drs. 4,054 
millions compared with Drs. 3,204 millions at 
the end of 1953, thus showing an increase of 
‘‘ But despite the increase in the 
volume of deposits and advances,”’ added the 
Governor, “it cannot be said that the require- 
ments of the economy in circulating capital 
are fully satisfied.”’ 


Bank’s Increased Capital 
Mr. Eliasco, in referring to the increase in 
1954 of the capital of the Bank from Drs. 
223,190,100 to Drs. 297,586,800, by the issue of 
new shares, proposed that the number of shares 
be raised from 40,488 to 404,880 by reducing 
the nominal value of each share to one-tenth, 

namely from Drs. 7,350 to Drs. 735. 


Balance Sheet 
Deposits and credit balances with the Bank, 
in Greece, increased in 1954 by about 529 


million Drachmae: Advances correspondingly 
increased by Drs. 356 millions, whilst the debit 
balance of our Account with the Bank of 
Greece (funds granted for Advances) has been 
reduced by Drs. 235.5 millions. Out of the 
above increase in Advances an amount of 
Drs. 160 millions was allocated to commerce, 
and 197 millions to industry which, together 
with Drs. 40.5 millions invested in industrial 
shares, raises the total amount allocated to 
industry to 237 millions. The Governor further 
underlined the fact that the Bank’s deposits 
allocated to its Industrial Credits Section rose 
from Drs. 867 millions to 1,273 millions, thus 
making the Bank the principal and almost the 
sole financing institution of this important 
sector of Greek economy. 

During the past year great efforts were made 
to liquidate immobilized investments that had 
arisen, in the main, from advances made by 
the former National Bank of Greece and, 
although good results were obtained, new 
immobilizations from old advances were added, 
thus bringing their total to a figure slightly 
higher than that at the end of 1953. 

Gross earnings amounted to Drs. 299,580,000 
compared with Drs. 323,881,000 in 1953, the 
difference being due to the reduction in the 
interest rate charged on loans and advances by 
4%, aS a result of which the Bank’s earnings 
were adversely affected to the extent of about 
Drs. 70 millions. General expenses show a 
reduction of Drs. 27 millions compared with 
those of 1953. Net profits were higher, amount- 
ing to Drs. 16,432,682 compared with Drs. 
14,263,515 for the previous year, allowing the 
payment of a dividend of Drs. 400 on the old 
shares and Drs. 200 on the new shares issued 
in June, 1954. 


The Need for Economic Stability 


In concluding his speech, Mr. Eliasco said: 
‘* An essential condition for economic stability 
and prosperity is that the State should abide 
by sound economic principles and follow these 
principles faithfully. A balanced budget, 
equalized balance of payments, and a prudent 
note circulation are the corner-stones on which 
economic stability is always founded. In the 
evolution of economic life it is natural that it 
should become necessary at times to revise 
certain provisions for the control of credit and 
note circulation, and in such cases a timely, 
and, if possible, a progressive change is always 
beneficial, whilst hasty decisions entailing 
unexpected interruptions in the smooth 
development of the economic life can cause 
great damage. The Greek Government 
undoubtedly bears these principles in mind 
and for this reason we may look forward with 
confidence to the future of our country and of 
our Bank.”’ 


xliv 
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BANK OF SCOTLAND 





Amalgamation Finalised 





Considerable Expansion of Business 





HE annual general meeting of the pro- 

prietors of the Bank of Scotland was held 

on April 5 within the Head Office, 
Edinburgh. 

The Right Hon. Lord Elphinstone, K.T., 
Governor of the Bank, presided and, in the 
course of his speech, said: 

Since our meeting a year ago the final steps 
in the fusion of the Bank with the Union Bank 
of Scotland Ltd. have been taken. The two 
Banks were united on March 1, 1955, under the 
name and constitution of the Bank of Scotland. 


The Consolidated Balance Sheet of the Bank 
shows that considerable expansion in business 
and resources took place during the year. The 
total Assets of the Bank are greater by over 
£11,000,000 at £222,000,000 and the customary 
strength of the Balance Sheet is fully main- 
tained. 

The Consolidated Profit and Loss Account 
of the Bank includes for the first time the 
results of a complete year’s trading by both 
Banks. In comparing the results it should be 
kept in view that last year’s figures included 
only 11 months’ trading of the Union Bank. 


The combined Net Profits after provision for 
taxation, contingencies and all known bad and 
doubtful debts amount to £630,614. Of this 
amount there was retained by the Union Bank 
£142,213, leaving £488,401, to which is added 
the balance brought forward of £186,311, 
making available £674,712. From this there 
has been transferred to Reserve for Contingen- 
cles {100,000 and Staff Pension Fund /40,000, 
leaving £534,712. The interim dividend of 7 
per cent. actual less Income Tax paid October 
15, 1954, required £173,250 and the final divi- 
dend of 7 per cent. actual less Income Tax now 
recommended will require £173,250, together 
£340,500, leaving a balance carried forward by 
the Bank of Scotland to next year of £188,212. 
To the Profits retained by the Union Bank of 
{142,213 there falls to be added the balance 
brought forward by that Bank of £65,629, 
making a total of £207,842, of which there has 
been transferred to Reserve for Contingencies 
{100,000, Pensions and Allowances Fund 
£40,000, a total of £140,000, leaving to be 
carried forward by the Union Bank £67,842, 
making a combined balance carried forward to 
next year of £256,054. 

[t will be recalled that a year ago the Bank's 
dividend was increased from 12 to 13 per cent. 
by the payment of a final dividend of 7 per 
cent. This year the interim payment was in- 
creased to 7 per cent. and with the final divid- 
end now recommended the Bank's dividend 
will be 14 per cent. for the year. 


xIlv 


General Conditions 


For the greater part of last year the country’s 
economic and financial position continued to 
develop satisfactorily. The last two months of 
our financial year, however, saw a complete 
and largely unexpected change in the situation. 
It became apparent that a sudden reversal in 
the terms of trade was adversely affecting the 
foreign exchange position. With internal trade 
activity and consumer demand at new high 
levels an inflationary position was rapidly grow- 
ing which unless checked held danger for the 
country’s financial stability. There followed 
two increases in the Bank Rate and the 
adoption of measures to control the movements 
of transferable sterling. How successful these 
actions will prove remains to be seen and their 
effect will be carefully watched. But however 
successful they may be for the time being they 
are at best technical expedients which cannot 
remove the fundamental causes of the present 
situation. Government spending must be cur- 
tailed and the crushing burden of taxation sub- 
stantially reduced before our internal economy 
will be fully restored to a sufficiently healthy 
state to withstand without undue concern the 
ebb and flow of a constantly fluctuating foreign 
trade. It cannot be too strongly emphasised 
that the need to stimulate and increase exports 
is as great as ever. In addition the rising level 
of wages must find justification in greater pro- 
duction if genuine progress is to be made in 
the establishment of an improving standard of 
living and even if the present standard is to be 
maintained. 

The report and accounts were adopted and 
the dividend, as recommended, was approved. 

Referring to the election of the Governor and 
Deputy Governor, Lord Elphinstone intimated 
that the time had come when he had decided 
to relinquish the duties of Governorship of the 
Bank. It was a matter of great satisfaction to 
him that he was able to hand over to his 
successor the Governorship of a Bank which 
had been tested and found strong and which 
had now increased its stature and especially 
its closer identification with the West of Scot- 
land by the amalgamation with the younger 
but equally virile Union Bank. 

He proposed that the present Deputy 
Governor, Sir John Craig, C.B.E., D.L., LL.D., 
be elected Governor and that The Lord Bils- 
land, K.T., M.C.,-D.L., LL.D., an Ordinary 
Director of the Bank, should succeed Sir John 
as Deputy Governor. 

The appointments having been unanimously 
approved, Professor George A. Montgomery, 
O.C., M.A., LL.B., on behalf of the stock- 
holders, paid a tribute to the services rendered 
by Lord Elphinstone. 








NATIONAL BANK OF EGYPT 


Healthy Conditions in Cotton Market Restored 





Balance of Trade Manifestly Improved 





Uncertainties and Anxiety Considerably Dispelled 





HE Fifty-fifth Ordinary General Meeting 

of the National Bank of Egypt was held 

in Cairo on March 23, when the report of 
the directors, and the balance sheet as follows, 
were submitted :— 


BALANCE SHEET, DECEMBER 31, 1954 
ISSUE DEPARTMENT 


LIABILITIES LE MM. 
£95,0 000,000 000 


Notes Issued .. 


195,000,000 O00 


SF ORES er 

ASSETS LE MM, 

Gold .. “< - - a a 60,552,606 439 
Egyptian Government LE MM. 


Treasury Bills. . 49,115,000 000 

Foreign Government 
Treasury Bills. . 31,473,000 000 

. - - $0,591,000 O00 

Egyptian Government 
Securities + 

Foreign Government 
Securities 


13,543,799 SII 


49,312,593 750 
| eee 53,556,393 SOI 
195,000,000 O00 





BANKING DEPARTMENT 
LIABILITIES LE MM. 
Capital - ia va r 3,000,000 000 
Reserve Fund: LE MM. 
Statutory Reserve 1,500,000 000 
Special Reserve 1,500,000 000 
: 3,000,000 000 
Egyptian Government 4 ‘a 7,099,730 510 
Egyptian Government Special Account 
(Art. 14 of Law 57 of 1951) ' - 
Sudan Government .. 
Commercial Banks in Egypt and Sudan 
Clearing and Other Accounts (Payments 
Agreements) ; 
Current, Deposit and Notice Accounts 
Sundry ‘Other Liabilities 4 
Profit and Loss Account, Balance “carried 
forward... - ae aie 7” 
Contra Accounts: LE MM. 
Credits Opened and 
Letters of Guarantee 
Issued, &c. .. 24,100,267 406 


55,000,000 O00 
33,518,815 O69 
16,056,044 183 
52,546,789 286 
10,576,673 938 


320,041 196 





189,694,781 681 





ASSETS 

Egyptian Government fE MM. 

Treasury Bills . 31,882,000 000 
‘oreign Governme nt 

lreasury Bills. . ; 


28,035,557 725 


Egyptian Government 
Securities Pa - 

Foreign Government 
Securities - 

Other Securities . . 


6,534,770 302 


62,070,188 740 
610,790 954 


Advances to Commercial Banks in Egypt 
and Sudan. 
Other Advances 
Bills Discounted ie a 
Clearing and Other Accounts (Payments 
Agreements) ss x 
Foreign Banks and Mone “y at Call... re 
Cash: LE MM. 
N.B.E. Notes .. 12,604,814 250 
Other Notes and Coin. 100,287 957 
Premises 
Sundry Other - Assets 
Contra Accounts: 
Clients’ Liability for 
Credits Opened and 
Letters of Guarantee 


Issued, &c. 24,100,267 406 


ALLAM MOHAMED, Director. 


E MM. 


(- 


59,917,557 725 


69,521,755 996 
12,940,000 000 
7,901,321 355 
1,396,253 506 


4,750,005 590 
19,753,164 678 


ms 
iy 


»705,102 207 
[00,000 000 
702,960 32 


189,694,781 681 
tomar enema 4 mena 


ALY SHAMSY, President of the Board. 
MOHAMED AMIN FIKRY, Governor. 


PROFIT AND LOSS ACCOUNT 


Dr. 


Directors’ Fees 

Current Expenses 

Interim: Dividend at ‘the rate of 4% p.a. . 

Provision for Payment of Final Dividend 
at the rate of 16% p.a. 

Balance carried forward 


Cr. 


Gross Protit for the year ended December 


31, 1954, after providing for depreciation 
on buildings and furniture, for rebate of 
discount, for doubtful debts and con- 
tingencies . 

Balance brought forward from last yeat 


Addressing the meeting, Mr. 
the president, said:— 


xi vi 


LE MM. 
19,208 219 


1,754,325 365 
120,000 000 


450,000 O00 
320 4041 1 


2,693,574 780 


" 


fE MM. 


2,404,295 444 
269,270 336 


2,693,574 780 


’ 


Aly Shamsy, 
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General Review 

During the year 1954 the economy of Egypt 
was marked by stability combined with stimu- 
lating effort. 

The steps taken to restore healthy conditions 
in the cotton market at the beginning of the 
1953-54 season have borne fruit. By steadily 
disposing of its stocks of cotton the Govern- 
ment has improved its financial position and 
ensured a balanced budget on sounder lines. 
Moreover, the: balance of trade, although still 
unfavourable, has manifestly improved owing 
to the fall in imports which was partly attri- 
butable to the imposition of higher customs 
duties, but mainly to a considerable reduction 
in imports of wheat as a result of a more 
abundant local crop. These developments 
were naturally reflected in our balance of pay- 
ments. The improvement recorded in 1953 
steadily continued, and the deficit of that year 
finally turned in 1954 into a small surplus, 
mainly due to receipts from invisibles. This 
rendered it possible to maintain our reserves 
of foreign currencies unimpaired. 

Internal prices remained fairly stable, reflect- 
ing the stability of world prices. The prices 
of some foodstuffs showed an upward tendency 
but the rise did not bring about an increase in 
the official indices of wholesale prices and the 
cost of living, because some of the other com- 
ponents of these indices showed a downward 
curve. 

The feeling of uncertainty and anxiety 
which prevailed in the business world in 1953, 
upon which we commented in the previous 
report, was considerably dispelled in 1954. 
This is evidenced by the upward trend in 
stocks and shares which started in May and 
continued throughout the year, particularly as 
regards the shares of industrial and commercial 
companies. Although the index of security 
prices did not reach the level of 1951, not to 
mention that of 1946, yet last year was the 
first time that the market had shown any real 
recovery for three years. Considering the 
extraordinary susceptibility of our Stock Ex- 
changes to the political climate, this is indeed 
significant. The development of the industrial 
activity of the country was equally noticeable. 
Except in the case of certain industries, where 
the level of stocks is still high, the prospects of 
Egyptian industry are on the,whole hopeful. 

Amidst all these favourable economic con- 
ditions, a number of large-scale development 
projects have finally taken shape and are about 
to be carried out. Some of them are now 
being realized. Priority has been given, with 
good reason, to the expansion of agricultural 
production and its related industries. A com- 
prehensive development plan has been laid 
down which will materialize over several years. 
It covers the improvement of crops and the 
extension of irrigation projects as well as the 
more ambitious aim of increasing the cultivable 
area of the country by one-quarter. The 
authorities have also devoted their attention 
to industrial development. A number of in- 
dustrial schemes have been studied and are 
now on their way to execution. 

To finance part of this development pro- 
gramme, the Government wisely had recourse 


first to internal loans, of which three were 
recently floated and were covered with sur- 
prising rapidity, showing gratifying support 
from small investors. However, as they are 
insufficient to finance the vast development 
schemes contemplated, the participation of 
foreign capital is essential in spite of the 
appreciable grant of $40 million recently 
allocated to Egypt by the United States. 

All these efforts have inspired the country 
with a sense of definite progress. This pro- 
gress, however, must not let us lose sight of 
the two fundamental conditions governing the 
tasks that lie ahead, namely, the stability of 
maintenance of 


our currency and the con- 
fidence. 
For, in spite of the achievement of a 


balanced economy, the danger of inflation may 
loom once more if the ordinary budget receipts 
and savings fail to finance the large develop- 
ment projects together with the permanent 
social services and recourse is made to an 
expansion in the note circulation. Sooner or 
later the cost of living would inevitably rise 
as a result of excessive increases in the money 
supply over a number of years, and the pur- 
chasing power of our currency, which the 
Government has laboured to maintain during 
the past two years, would be threatened. 
This would bring a great deal of distress to 
the majority of the population, since salaries 
and wages normally lag behind the steadily 
soaring cost of living. Fortunately, the 
authorities are fully aware of all such dangers. 

The progress achieved in the past year is 
largely due to the restoration of confidence. 
It is obvious that a sound and homogeneous 
policy based on political stability is a sine qua 
non of the continuation of such progress. The 
consolidation of this cardinal principle is the 
surest guarantee of economic development. 

With regard to our relations with foreign 
countries, it is incumbent on fs to work 
towards freer exchanges. A basic step in this 
direction would be the simplification of the 
exchange system in order gradually to adapt 
it to the recent developments in most countries 
with which we have permanent commercial and 
financial ties. 


Agricultural Production 


Taken as a whole, agricultural production 
increased substantially compared with that of 
1953. Rice in_ particular was extremely 
abundant as the crop increased by 70 per 
cent., mainly due to a 40 per cent. increase 
in the cultivated area. The wheat crop in- 
creased by 10 per cent. owing to a higher yield. 
In spite of a larger acreage of about 19 per 
cent., the cotton crop slightly exceeded that 
of the previous year, amounting to 7,246,000 
cantars (second estimate), an increase of about 
5 per cent. The crop was affected by fairly 
serious attacks. of pests. On the other hand, 
the maize and millet crops declined owing to 
a reduction of the cultivated area, although 
the yields were very satisfactory. 

The Agrarian Reform is being carried out 
satisfactorily. The authorities supervising its 
execution are careful to see that the produc- 
tion of the distributed lands is maintained. 
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Furthermore,-efforts are being made in some 
regions to carry out a programme of social 
reconstruction by providing healthier dwell- 
ings, organizing medical treatment, and better- 
ing hygienic conditions in rural districts. 

The Agrarian Reform Committee is doing 
its utmost to solve the problems arising from 
small land tenure by various measures, such as 
supplying agricultural equipment, granting 
loans and furthering the sale of the crops. 
Hence its interest in promoting agricultural 
co-operative societies, by demonstrating their 
material advantages. While it is necessary 
to increase the number of co-operative 
societies, nevertheless they cannot produce 
results in Egypt or elsewhere unless the 
peasantry is imbued with the co-operative 
ideal, which will require time, patience, and a 
great deal of tact. 

The distribution of the Agrarian Reform 
Loan bonds is continuing, but unfortunately 
rather slowly, doubtless owing to the diffi- 
culties experienced in the examination of the 
title deeds. It is to be hoped that these 
formalities will be completed more rapidly in 
order to speed up delivery of the bonds. 


Cotton 


The present cotton season, beginning Sep- 
tember 1, 1954, was characterized by irregu- 
larity. On the one hand, the demand for 
cotton came at intermittent periods, and on the 
other cotton growers were not too anxious to 
sell their crop. This is due to various causes 
which explain the difference in trend between 
the present and the previous season. 

The optimism which reigned at the opening 
of the present season perhaps stemmed from 
the increase in exports during the 1953-54 
season as well as from the small carry-over 
from last season. The estimate of the new 
crop was 84 million cantars, but it fell short 
of this figure by about 1} million cantars. 
The carry-over from last season being 1} 
million cantars, the total stock at the opening 
of the present season amounted to 9 million 
cantars approximately, against 10% million 
cantars at the beginning of the previous 
season. 

On their part, cotton growers were in no 
hurry to sell their crop as they had the 
assurance that the Egyptian Cotton Com- 
mission would be ready to buy it at a price 
about 10 per cent. higher than that of last 
season. They had also been offered generous 
credit facilities on the security of the crop. 
Similarly, some buyers of Egyptian cotton 
abroad were granted long-term credits at a 
relatively low rate of interest. The combina- 
tion of all these factors helped to maintain a 
local cotton price at a higher level than inter- 
national market prices, especially for Ash- 
mouni and Giza 30. This became evident, 
particularly after the publication of the results 
of the American estimate last December, 
which put the crop at 13 million bales, as 
against an estimate three months earlier of 
only 11 million bales. 

Though the statistical position of our short 
staple cotton appears weak, the situation as 
regards long staple is much more satisfactory. 


The total of existing stocks does not cause any 
anxiety. However, the object of Government 
intervention since last season has been to 
ensure the steady sale of cotton. It is, there- 
fore, imperative that this object should be 
realized without delay or deviation through 
unfavourable conditions which it would not be 
difficult to remedy. 

The slackness of foreign demand for 
Egyptian cotton is due to a number of causes. 
Several foreign countries still held fairly large 
stocks at the opening of the season, while the 
British Cotton Commission sold its own stock 
at Liverpool at prices lower than those of 
Alexandria. On the other hand, the size of 
world stocks, especially in the United States, 
coupled with the export facilities offered by 
that country, does not encourage foreign 
spinners to speed up their purchases of our 
cotton. 

All the foregoing considerations call for 
reflection, mainly concerning the position of 
Ashmouni and the lower grades of Giza 30, for 
it is important that we should not lose our 
traditional clients. We must always bear in 
mind the attraction of American cotton prices 
as well as the increasing volume of the cotton 
crop in other countries which may gradually 
enable them to meet their own needs. Thus 
it is expected that the cotton crop of the 
U.S.S.R., now estimated at 22 million cantars 
approximately, will be doubled within the 
coming three years. Moreover, textile pro- 
ducers in Western Europe are disturbed by 
Indian and Japanese competition. It is, 
therefore, obvious that the price factor will 
be decisive in determining the sale of our 
crop in the future, particularly of short and 
medium staple cotton. 

The question of reopening the futures 
market at Alexandria is still under considera- 
tion. Although it is unanimously agreed that 
the continued closing of the futures market 
and the absence of hedging facilities hamper 
the normal marketing of cotton, nevertheless 
many people are of opinion that the radical 
changes in the structure of the international 
cotton trade call for caution before any 
measure could be taken in that respect. They 
base their view on the fact that in the past 
there was a relative equilibrium between the 
power of purchasers and that of sellers and it 
was possible to a certain extent to forecast the 
objectives of the dealers. To-day, however, 
transactions are subject to varying forms of 
government control which cannot be foreseen 
or counteracted by the traditional methods of 
a free market. 


Exchange Rates 

It is precisely these changes in economic 
conditions which obliged Egypt to introduce, 
not without reluctance, Exchange Control in 
1939 and more recently to intervene in the 
cotton market; otherwise she would have 
found herself defenceless in the international 
scramble for markets. This policy of State 
intervention naturally hampered the free 
operation of the law of supply and demand 
and had a particular effect on the rates of 
exchange. 
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Generally speaking, we can state that this 
policy succeeded in achieving its main objects 
through the conclusion of bilateral agreements 
and the appearance of multiple exchange rates 
for the Egyptian pound (‘‘ B”’ accounts and 
and 


“Export Account’’ Egyptian pounds 
finally the ‘‘ Entitlement ’’ account). How- 


ever, the policy of Government intervention, 
which was intended to protect the country 
from internal and foreign economic disturb- 
ances, has revealed many shortcomings. The 
solutions it offered for these difficulties were 
only temporary and often improvised to meet 
situations as they arose. This has eventually 
led to discriminatory measures and many 
complications which in the long run tend to 
prove almost insuperable, at any rate from 
the administrative point of view. Such con- 
ditions cannot be considered as a lasting basis 
for the conduct of our foreign trade. In the 
past the control did help the country to over- 
come the critical phase it was passing through. 
Now the time is ripe for a gradual return of 
foreign trade to the normal channels and an 
attempt must be made to simplify and unify 
the present regulations. 

A first step has been taken in this direction 
leading to the abolition of the export account. 
Perhaps consideration should be given to 
going a step further and rendering the different 
kinds of Egyptian pound and non-resident 
accounts mutually transferable, thus establish- 
ing a single Egyptian pound quoted on the 
international exchange markets. 

However, it is also advisable, as far as 
possible, to create a uniform and well co- 
ordinated system of exchange control imposed 
on imports and exports and to simplify the 
tortuous formalities which are so baffling to 
traders, if it is undesirable that they should 
become virtually dealers in exchange. 

If this measure is taken it would no doubt 
help to define more clearly the sphere of com- 
petence of the Exchange Control Adminis- 
tration and would relieve it of the responsibility 
of making decisions involving it directly in 
foreign economic policy. 

Although the time is not opportune for the 
total abolition of exchange control, these 
suggestions are intended to provide the exist- 
ing control system with more suppleness and 
freedom. Since the closing of the cotton 
futures market and the fixation of prices by 
the Government, the flexible link between the 
international cotton market and Egyptian 
cotton has been assured to a large extent by 
the fluctuations in the rate of exchange of the 
Egyptian pound. When circumstances permit 
the return of normal conditions to the local 
cotton market, it will be easier to curb fluctua- 
tions in the exchange rate of the Egyptian 
pound as a first step towards the gradual 
return to a fixed parity. 


Industrial Activity 


Industrial production was marked by in- 
creasing activity in most fields throughout the 
year, particularly in the textile, sugar, and 
cement industries. Last season Egyptian 
spinning mills consumed 1,630,000 cantars of 
cotton, a record figure which is 100,000 cantars 


higher than that of the previous season. It is 
worthy of note that Egyptian spinning mills 
have doubled their consumption of cotton 
during the last ten years. 

In the course of last year, the Government 
took several measures conducive to the pro- 
motion of industrial enterprise, notably fiscal 
and customs exemptions, facilities for obtaining 
foreign exchange at the official rate with a view 
to importing machinery, and special legis- 
lation designed to encourage the investment of 
foreign capital in the country. The expanded 
contribution of the Industrial Bank to indus- 
trial concerns should also be mentioned in 
this context. 


Foreign Trade and the Balance of 
Payments 

The deficit in the balance of trade for 1954 
was smaller than that of previous years. This 
is mainly due to the decrease in the value of 
imports, especially wheat. Last year Egypt 
imported wheat worth /E2} million against 
an average of £E23 million in the past 
five years. This affected the total value 
of imports which amounted to E160 million 
in 1954 against {E177 million in 1953. The 
value of exports being £E138 million in 1954 
(against {E137 million in 1953), the deficit in 
the balance of trade was about {E22 million 
against E4o million in 1953. 

A preliminary estimate of the balance of 
payments indicates a surplus for 1954 of 
about {E5 million as against a deficit of 
£E8 million in 1953. This favourable balance 
is due to a surplus from invisibles and reveals 
the necessity for encouraging fresh sources of 
income such as tourism and the investment of 
foreign capital in the country. 


Development Projects and Their 
Financing 


In spite of the tangible increase in our 
agricultural and industrial production, the 
overall picture is not completely satisfactory. 
Bearing in mind the steadily increasing popu- 
lation, productivity must be accelerated faster 


than hitherto, even though this economic 
remedy only partially solves an endemic 
problem. 


To realize this aim, the development projects 
cover four fields of activity: agriculture, in- 
dustry, mining, and communications. The 
total cost of these projects is estimated at 
approximately {E280 million to be spread 
over ten years. It is expected that 80 per 
cent. of this amount will be allotted to agri- 
cultural development and 10 per cent. to 
industry. This gives an idea of the magnitude 
of projected investment. The construction of 
the High Dam alone will cost {E180 million. 
The National Production Council expects an 
increased cultivable area as a result of this 
project of 1,300,000 feddans and also the con- 
version to perennial irrigation of a further 
700,000 feddans. To these figures must be 
added the appropriations for the reclamation 
of the new land as well as for schemes of 
reconstruction and public utilities which are 
expected to exceed {E1oo million. This is no 
doubt an ambitious programme. Yet we must 
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be under no illusions. Unless industrial ex- 
pansion and the development of communica- 
tions go hand in hand with agricultural 
development, the increase in the cultivable 
area will only serve to maintain the popula- 
tion’s existing standard of living, which is 
already abnormally low, so far have we lagged 
behind in the past. 

The financing of these projects naturally 
raises a number of serious problems which 
will certainly bear upon the stability of our 
currency as well as our reserves of foreign 
exchange. 

It is clear that, at present, the budget 
receipts and savings are not sufficient to meet 
all the expenditure envisaged. On the other 
hand, as there are limits to the extent to which 
new taxes may be imposed, recourse might be 
made to an increase in the availability of 
credit. Such an increase is a most delicate 
matter, considering that the stability of prices 
necessitates the constant maintenance of equi- 
librium between the money supply and the 
rate and volume of production. 

Special attention must be called to the 
effect of the economic development programme 
on our foreign exchange reserves. Almost 
half of the total cost of the development pro- 
gramme—i.e. about {E140 million, must be 
paid for in foreign currency for the importation 
of the necessary machinery and equipment. 
The greater part of this sum is expected to be 
spent in the next three or four years. 

At first sight it would appear that our 
holdings of foreign currency, which amount 
at present to about E213 million, not counting 
our gold reserves valued at nearly /E61 
million, are sufficient to meet the requirements 
of the development programme. Nevertheless, 
it must be remembered that our balance of 
payments, favourable last year, might turn 
adverse, especially when the first phase of the 
programme is carried out. Furthermore, a 
large part of our reserves, amounting to {E132 
million, is still blocked in the United Kingdom, 
which necessitates maintaining our resources 
in foreign currency at a level sufficient to cover 
the eventual deficits in current transactions 
and to ensure the stability of our currency, 
particularly as Egypt, being an exporter of 
agricultural products, is exposed to frequent 
fluctuations in the proceeds of exports. 

While confident that Egypt will dispose of 
part of the foreign currency required for the 
financing of the projects, the help of foreign 
capital 1s most necessary, especially in the 
early stages of the economic development 
programme. It is hoped that, in the second 
stage, the new production of fertilizers, iron, 
and steel, added to the increased volume of 
petroleum products and the larger cereal crops, 
will eventually lead to a reduction of our im- 
ports and consequently to a decrease in our 
external trade deficit. 

However, our main purpose is to ensure that 
the development programme is conceived and 
conducted on sound lines and that it main- 
tains a proper balance between the various 
sectors of development, due attention being 
given to a judicious choice of priorities. The 
total costs of the programme must also be 


within our means so as to avoid a reduction 
of certain categories of budgetary expenditure 
which are considered necessary even though 
they may be economically unproductive. As 
regards our balance of payments, it is not 
advisable to counteract a possible deficit by 
re-imposing restrictions on imports. To return 
to this policy would be incompatible with the 
present obvious trend in most countries 
towards greater freedom in foreign trade. We 
would also run the risk of retaliation on the 
part of other countries. 


The Central Bank 


The Central Bank continued during 1954 to 
perform its function—namely, the provision 
of credits necessary to the banking system as 
well as public and semi-governmental insti- 
tutions. In this way it helped to finance a 
number of productive projects. 

At the end of last December the total 
advances of clearing banks amounted to 
E145 million, compared with E115 million 
at the end of 1953. This is due to the in- 
creasing demand for credit to finance the 
cotton crop. Banks were able to meet these 
additional calls for accommodation in three 
different ways: reduction of their cash reserves 
with the Central Bank; partial liquidation of 
their holdings of Egyptian Treasury bills; and 
borrowing from the Central Bank. 

Bankers’ deposits in the Central Bank de- 
creased considerably before the opening of the 
present cotton season. To allow the banking 
system to promote economic expansion It 
thus became necessary to reduce the ratio of 
cash reserves with the National Bank to sight 
liabilities. This proportion was in fact reduced 
from 15 per cent. to 124 per cent., effective 
September, 1954. 

In order to encourage commercial banks to 
invest in Treasury bills, the Bank showed its 
readiness to re-discount Treasury bills pre- 
sented by banks at a rate lower than the 
official discount rate, but slightly higher than 
the market rate. The Bank also re-discounted 
commercial bills to a greater extent. 

It was further decided that the National 
3ank would make no charge for the transfer 
of funds on behalf of other banks to their 
accounts with our offices in the interior. This 
measure would normally encourage other banks 
to reduce their charges. 

The Bank has adhered to its set policy, 
dictated by its statutes as well as the Central 
Bank Law, of gradually abstaining from 
smaller commercial operations. An analysis 
of the Bank’s balance sheet at December 31, 
1954, illustrates the part it played as Central 
Bank of the State and the restricted character 
of its commercial operations. 

Apart from the issue of notes, which is one 
of the natural functions of the Central Bank, 
we find that most of the deposits consist of 
the current accounts of both the Egyptian and 
the Sudanese Governments, those of banks in 
Egypt and the Sudan, the clearing accounts of 
foreign banks and other accounts of various 
financial institutions and foreign banks of 
issue, as well as those of semi-governmental 
institutions, such as municipalities and the 








Postal Savings Bank. These are deposits 
which are traditionally held by the Central 


Bank. Private deposits do not exceed {E28 
million at December 31, 1954, le. 24 per cent. 
f{ the aggregate of current accounts, while 


38 per cent. represents accounts of £E10,000 
or more. The total of deposits with the com- 
mercial banks amounted to about /F175 
million at the same date. 

Funds invested in Government Treasury 
bills and securities, advances, and re-discounts 
to banks, advances to foreign banks of issue 
ind funds held abroad as external reserves, 
all these reflect the functions of a Central 
sank. Advances to private individuals and 
to companies do*‘not exceed /E8 million, Le. 
3 per cent. of the total funds employed. It is 
noteworthy that this figure includes credits 
of more than /FE4 million granted to cotton 
exporters and /E3 million represents advances 
each exceeding £E250,000. The total of small 
loans amounts to only 4ES8oo,o00 and they are 
graduallyY running off. 

It must not be assumed, however, that the 
bank intends to withdraw completely from 
the market, for it is in duty bound to make 
credit available in times of financial stringency 
ind to intervene when necessary to influence 
he rates of interest. In this respect the 
Hank has finally succeeded in convincing other 
banks to agree upon a maximum rate of 
interest on current accounts and fixed deposits. 

Recently the Bank undertook to float three 
public loans for development totalling £E25 
million: one, a five-vear loan of £5 million 
it 2} per cent., the second of sE1o million 


the 
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redeemable in ten years with interest at 3 per 
cent., and the third a 15-year loan of /E1o 
million at 34 per cent. All three loans were 
fully subscribed in a very short time. 

The Bank, in collaboration with the other 
banks, has carried out the scheme of founding 
in institute of banking studies in order to 
the vocational standard of bank em- 
ployees. Lectures started at the institute last 
[fanuary and genuine interest has been shown 
studies 
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bv bank employees to pursue their 
there. 
The Money Supply 
\t December 31, 1954, the money supply 
stood at the provisional figure of /F444 
million compared with ¢F420 million at the 


close of 1953, registering an increase of 4E2 
million, or 6 per cent. approximately. This 
nay be contrasted with the contraction of 
‘r cent. and 1 per cent. which took place 
in 1952 and 1953 respectively. This contrac- 
tion was due to the substantial deficit in the 
balance of payments as well as the efforts to 
combat the temporary inflation coinciding 
with the Korean crisis. 

We may record the developments of the 
components of the money supply as follows: 
Note circulation decreased from {E190 million 
at the end of 1953 to E189 million at Decem- 
ber 31, 1954; conversely deposits increased 
from £E230 million at December 31, 1953, 
to {E255 million approximately at Decem- 
ber 31, 1954. 

[It is obvious from the above that almost 

whole increase in the money supply was 
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due to the growth of deposits. The counter- 
part is mainly to be found in an increase in 
advances of about E34 million to the private 
sector partially compensated by a reduction 
in Treasury bills of about £E1o million. 


The Budget 

It was possible to balance the ordinary 
budget of the State for the year 1954-55. 
Receipts and expenditure have been estimated 
at E228 million each, 1.e. E31 million more 
than the estimates for the financial year 
1953-54. Ihe increase in’ expenditure 
mainly due to the expansion of the Govern- 
ment oil refinery at Suez, social reforms, and 
defence expenses. This increase was met by 
the larger receipts which will accrue to the 
Government from the sale of petroleum pro- 
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ducts, from Customs duties, and from the 
confiscated property of the Mohamed Aly 
family. 


The development budget, which is supple- 
mentary to the ordinary budget, is estimated 
at 442 million, of which E12 miilion are 
allotted to irrigation and drainage projects. 
However, it is important to mention that, 
owing to the delay in carrying out some of the 
projects since the preparation of the develop- 
ment budget in March, 1953, some unused 
credits were carried forward. Consequently, 
up to the beginning of the current financial 
year, credits for the development budget 
totalled £E36 million, while actual expendi- 
ture up to the end of last November did not 
exceed {E23 million. The current budget of 
£E42 million therefore includes unspent credits 
previously allotted to projects that have not 
yet been carried out. Now that the prepara- 
tory stage with its administrative difficulties 
has come to a close, it is expected that the 
execution of the development projects will 
materialize on time. 

On the other hand, a number of supple- 
mentary budgets totalling £E33 million are 
allotted to the Agrarian Reform, the Insur- 
ance and Savings Fund for Government em- 
ployees, the School Construction Institution, 
and public services. Special receipts and 
credits from the ordinary budget have been 


allotted to meet these categories of ex- 
penditure. 
We take this opportunity to note with 


satisfaction the distinct improvement in the 
relations between taxpayers and the Taxation 
Department. Their differences are now settled 
more readily and with greater understanding 
than before. This salutary development is 
only a beginning, for it is hoped that steps 
will soon be taken to revise taxation laws in 
order to simplify their formulae and modify 
them in a manner compatible with greater 
equity. A special committee has been set up 
in the Taxation Department to examine the 
different proposals submitted for this purpose. 


The Sudan 
Last year the economic situation of the 
Sudan was affected by the fact that a large 
part of the cotton crop of the 1953-54 season 
(328,000 cantars at December 31, 1954, out of 
a total of 1,853,000 cantars) remained unsold. 
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About 25 per cent. of this stock is in the hands 
of the Gezira Board, 7 per cent. with the 
cultivators, while the remainder is held by 
exporters. This carry-over has not only ad- 
versely affected the general economic activity 
of the country as well as its balance of pay- 
ments and public finance, but will also weigh 
upon the new crop, which is estimated at 
2 million cantars. 

Such developments naturally had an effect 
on foreign trade. In 1954 the value of exports 
amounted to {E4o million, compared with 
{E44 million in 1953. Imports amounted to 
{E48 million, against {E51 million the previous 
year. Thus there was a deficit of £E8 million 
in the balance of trade, and it might perhaps 
have been greater if the Government had not 
curtailed its own imports by about {E4 million. 

The budgetary receipts for 1954-55 were 
estimated at about E32 million—i.e. 14 per 
than in the previous budget. 
Although the budget is balanced, the slow 
disposal of the cotton crop will probably 
retard the inflow of budgetary receipts. This 
may unbalance the budget and matters could 
only then be adjusted by halting the execution 
of some Government projects. 

The Government continues 
companies and agricultural co-operative so- 
more extensive reclamation 


cent. more 
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to aid farmers, 


cieties towards a 
of cultivable land. 
The above-mentioned trends in the economi 
conditions of the Sudan substantially affected 
the activities of our branches there. How- 
ever, contrary to the policy we are pursuing 
in Egypt, we have not restricted our com- 
mercial business in the Sudan and we have 
thus played a large part in financing the 
cotton crop. The difficulty of exporters in 
selling their stocks has resulted in our advances 
being granted for longer periods. Loans 
granted to commercial banks have consider- 
ably increased, totalling £E1,g00,000 at 
December 31, 1954, and have been carried 
forward for financing the 1955-56 crop. 

The Bank continues to find scope for its 
activities in the Sudan, financing crops other 
than cotton, e.g. gum Arabic, and furthering 
the import trade. 


Balance Sheet 


Certain modifications have been made in 
the headings of the balance sheet, in order 


to provide a clearer picture of the various 
accounts. 

In both the issue and banking departments, 
Treasury Bills are now shown separately from 
Government securities, and both headings are 
further subdivided into Egyptian and foreign. 
Advances to commercial banks in Egypt and 
the Sudan, on the assets side, and commercial 
banks in Egypt and the Sudan, on the lia- 
bilities side, represent the accounts, debtor 
and creditor, of banks registered in accordance 
with the Central Bank law. 

Other advances have been grouped under 
one heading. The clearing and other accounts 
opened in accordance with payments agree- 
ments with foreign countries are now shown 
under separate headings on the assets and 
liabilities sides. Contra accounts, debtor and 


creditor, are given at the side, and the balances 
are not included in the total of the balance 
sheet. 

The total of the balance sheet which we 
present to you to-day, as at December 31, 
1954, amounts to £E189,694,781, showing an 
increase of £{F4,155,901 compared with the 
total on December 31, 1953, after taking into 
account the adjustment for contra accounts 
no longer included as mentioned above. 

Current Deposits and Notice accounts, 
together with clearing accounts which were 
shown under the same heading in 1953, show 
an increase of £E4,590,028, largely in semi- 
governmental accounts. 

Commercial Banks in Egypt and the Sudan 
show a reduction of £E5,306,119. The Egyp- 
tian Government Ordinary account shows a 
fall of £E2,394,431, whilst the Special Treasury 
Bills account remains unchanged. The Sudan 
Government account shows an increase of 
£E6,329,096. 

On the assets side, Egyptian and Foreign 
Government Treasury Bills show a decrease 
of £E16,964,199, mostly in Egyptian and 
British Treasury Bills. On the other hand, 
Egyptian and Foreign Government Securities 
and Other Securities are up by £E6,968, 376. 

Our Advances to Commercial Banks _ in 
Egypt and the Sudan stood at £E12,940,000 
(of which £E1,900,000 in the Sudan), as against 
4E4,050,000 at the end of 1953. This increase 
is due to the more extensive financing of the 
cotton crop by banks and also to the smaller 
exports of cotton entailing the carrying of 
greater stocks under advance at the end of 
the year. 

Other Advances are down by /£E5,139,751, 
due to the transfer of clearing and other 
accounts to the new heading. Foreign Bankers 
and Money at Call are up by £E1,685,021. 

The item Premises stands unchanged at 
{E100,000. During the course of the year we 
have completed our new building at Heliopolis 
and our office has been installed there now 
for some months. We have demolished the 
two buildings which we acquired in Sharia 
Cherif and Sharia El Bank El] Watani, and 
hope to begin the construction of our new 
premises shortly. We have made a further 
provision to meet the eventual cost, which 
amount has been completely written off. 

Our Profit and Loss account shows a gross 
profit of £E2,404,298, against /E2,258,884 for 
the previous year; an increase of £145,414 is 
to be noted. On the other side, expenses 
amounted to /§1,773,533, compared with 
{E1,622,648, an increase of £E150,885, due 
mainly to greater taxation. 

The net profits amount to £E630,765, com- 
pared with £636,236 in 1953. This enables 
us to propose to you the payment of a dividend 
at the same rate for last year, viz. 20 per cent. 
This distribution will absorb / E600,000, leaving 
{E30,765 to be added to the carry-forward. 

We are pleased to say that during 1954 the 
market for Government securities both in 
Egypt and in London was firm and, therefore, 
our portfolio shows a substantial margin over 
the value shown in the balance sheet. We 
have, however, continued our policy of making 








allocations to our various inner reserves, SO as 
to strengthen further the position of the Bank. 

You will have observed early this year that 
the rise of 14 per cent. in the Bank of Eng- 
land’s discount rate caused an immediate, 
though temporary, fall in British Government 
stocks. To be prepared for such eventualities 


it behoves us to continue our policy of prudence 
in the constitution of our reserves. 

In conclusion, I take this opportunity to 
express my warm thanks to all members of 
our staff, who have served the Bank with 
untiring zeal and unswerving loyalty. 

The report and accounts were adopted. 





NORTH BRITISH AND MERCANTILE 
INSURANCE 





Satisfactory Quinquennial Valuation 





HE annual general meeting of the North 

British & Mercantile Insurance Company 

Limited will be held on May 12 in Edin- 
burgh. 


The following is an extract from the clir- 
culated statement of the Chairman, the Rt. 
Hon. Lord Brand, C.M.G., D.C.L. : 


Five Department.—Premiums at £16,401,469 
show a modest increase of £161,547. 

fhe amount of profit to be transferred to 
the Profit and Loss Account is 460,047, .37 per 
cent. of the year’s premiums, compared with 
£963,414, 5.93 per cent. in the previous year. 

Casualiy Department.—Total Casualty pre- 
miums amounted to 45,368,247, being £290,981 
in excess of those for 1953 of 45,077,206. The 
underwriting profit is 4367,260, 6.84 per cent. 
of premiums, compared with /366,374, 
per cent. for 1953. 

Marine Depavtment.—The Marine Premium 


e | wy. 
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income for 1954 was £/1,566,197, which 
compares with 41,702,750 in 1953. We have 
transferred the sum of /260,071 from our 


Marine Fund to Profit and Loss Account. 
Life Depavtment.—The year 1954 completed 
another quinquennium. 
After deducting reassurances, the new 
business completed during 1954 amounted to 


which 
on the 


the satisfactory total of /11,403,255, 
represents an increase of 10.9 per cent. 
previous years figure of /10,283,433. 

As you will see from the Report submitted 
by the Actuary the Valuation result is very 
satisfactory. The surplus has justified the 
recommendation that a bonus at the rate of £2 
per cent. per annum be declared for each of the 
five years covered by the investigation. 


Consolidated Profit and Loss Account 


Net Interest on investments amounts to 
£998,173, compared with £945,913 in the pre- 
vious year. The transfers from the Fire, 
Accident and Marine Accounts total £687,378 
as against {1,546,643 in 1953. Credit has been 
taken for one-fifth of the shareholders’ portion 
of the profit from the Life Department. Provi- 
sion has also been made for the transfer from 
the Annuity Branch of £750,000 and from the 
Sinking Fund Branch of £20,000. 

The proposed dividend of 11s. per share and 
the preference dividend will absorb £704,000. 
United Kingdom taxes absorb £452,714 and 
Overseas taxes charged to this Account £43,180. 

We are left with a balance the 
Account of £14,587,322. 
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Incorporated by Law in 1927. 
CAPITAL FULLY PAID 


DEPOSITS 


Head Office : 


New York Representative: 

















BANK MELLI IRAN 


(NATIONAL BANK OF IRAN) 
Holder of Exclusive Right of Note Issue 


RESERVES (Banking Department) 


Governor and Chairman of Executive Board: MR. ALI ASGHAR NASSER 
TEHRAN, IRAN 


Over 190 Branches and Agencies throughout Iran 


CORRESPONDENTS IN IMPORTANT CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers complete banking service for Foreign Exchange 
Transactions, provides special facilities for Documentary Credits, etc., and with its numerous branches in 
Iran deals with every description of Banking business. 


ADMINISTERS NATIONAL SAVINGS 





Rials — 2,000,000,000 | 
Rials 491,500,000 | 
Rials 15,882,930,230 


One Wall Street, New York 























BANK LEUMI LE-ISRAEL B.M. 





Israel’s Economic Progress 





Mr. 


S. Hoofien on Bank’s Favourable Development 





HE Annual General Meeting of Bank 

Leumi le-Israel B.M. was held on April 

21st in Tel-Aviv. Mr. S. Hoofien (Chair- 
man) presided. 

The Chairman said that good progress had 
been made in the country’s economic and 
financial position: Exports had increased 
and new industrial enterprises had contributed 
to this increase; food imports had decreased 
by $54 millions; imports of raw materials had 
increased by $11 millions; stocks stood at $6 
millions higher; some $29 millions had come in 
from invisible exports (tourism, transportation 
and services); foreign currency income had 
reached $393 millions and had, for the first 
time in the history of the young state, shown 
a surplus of $30 millions. Since then large 
amounts have been added to this figure. It 
was satisfactory to hear of all the German 
reparations goods reaching the country, of the 
reduction of short-term indebtedness, increased 
agricultural production and the appreciable 
increase in industrial production. The Minister 
of Finance had mentioned all these things with 
justifiable satisfaction during his recent budget 
speech and had at the same time drawn atten- 
tion to the fact that while the cost-of-living 
index had risen by 66% in 1952 and by 20% 
in 1953, it had risen by only 74% in 1954. 

To what extent, the Chairman continued, 
had all this brought the country nearer to 
economic independence? From that point of 
view things were less rosy. Greater production 
had been accompanied by increased consump- 
Life had thereby become more comfort- 
able but the country had not advanced 
towards economic independence. In the mean- 
time 1955 had turned into somewhat of a 
drought year. Were we going to consume less 
this year? The Government was, of course, not 
neglecting these problems. It had made some 
endeavours to encourage savings, but these 
were puny compared with the task ahead. 
The Minister of Finance now had a whole year 
to prepare a budget which ought to set aside 
a sizeable part of the national income for 
savings and investment. It was to be hoped 
that he would find the way to do so within the 
present framework of taxation, there being 
unanimity that in regard to income tax he had 
reached the very limit of what was possible. 

The Governor of the Bank of Israel had 
recently sounded a warning against the danger 
of renewed inflation. True, the Israel currency 
had become fairly stable, so had the cost of 
living. But he had pointed to the considerable 
increase in the money supply. The curtailment 
of credit expansion was only one means of 
combating this danger but the Governor was 
right in the firm stand he had taken against 
increasing bank credits. 

This brought the Chairman to the establish- 
ment of the Bank of [srael, which had assumed 


tion. 


central bank functions on tst December, 1954, 
and to whom the issue of the currency and 
some other activities previously carried on 
by Bank Leumi had passed or were gradually 
passing. The Bank was co-operating in the 
closest and most friendly fashion with the new 
central bank. Its establishment had had little 
effect on the actual business of the Bank and 
no ill effects need be feared. 


Review of Activities 


Turning to the Bank’s own business the 
Chairman reminded shareholders that the paid- 
up capital had been increased last year to 
IL..2,000,000 and the Reserve Fund to the 
same amount by appropriating for the purpose 
a relatively small part of the Bank’s hidden 
reserves. 

The reduced value of the Israel pound and 
the growth of the Bank’s deposits had_ neces- 
sitated from time to time such increases in 
capital and reserves, and to the extent to 
which deposits continued to increase the Bank 
would endeavour to go further in the direction 
of increasing its own means. This would not be 
done every year, however, and when the 
customary dividend was paid and no share 
bonus distributed this should be no reason for 
disappointment. 

In 1954 the capital and Reserve Fund had 
been increased by IL.250,000 each, a total of 
[1..500,000, by the issue of ‘‘A”’ Ordinary 
Shares at 200% to the Shareholders of the 
Palestine Corporation Ltd., which company 
the Bank had acquired during the summer. 

This acquisition had placed the Bank, inter 
alia, in control of 50°, of the shares in the 
Union Bank of Israel, which in turn held a 
controlling interest in the Canada-Israel Central 
Bank. The other half of the shares in the 
Union Bank were held by the Palestine 
Economic Corporation of New York. It was 
intended to let the Union Bank develop as an 
independent banking institution. 

The balance of net profit amounted to 
[L.588,122 compared with IL.502,766 last 
vear. The reserve Fund being already equal 
to the amount of the capital, IL.300,000 had 
been appropriated to Contingencies Reserve. 
The total dividend of 124° for the vear would 
absorb IL.281,250. 

Deposits had increased by I[L.107,062,217 
to I[L.144,108,131, 1.e. by 35% during the year, 
as against an average increase of 29% with all 
other banks in the country. This favourable 
development could be ascribed to the service 
given by the Bank, to the confidence placed 
in it by the public, and to the expanding net- 
work of branches. Six new branches had again 
been opened in 1954. 

The Directors’ Report and Accounts were 
unanimously approved. 
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